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TUESDAY, APRIL 19, 1960 


Howse or RepreseNTATIVES, 
SuBcoMMITTEE ON Lapor STANDARDS, 
ComMirrer oN Epucation anp LApor, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a.m., in room 429, 
Old House Office Building, Hon. James Roosevelt presiding. 

Present: Representatives Roosevelt, Dent, Pucinski, and Ayres. 

Also present’: Representative Gathings. 

Staff members present: L. K. Alderman, Jr., chief clerk; and W. 
Wilson Young, iecanianttins counsel, 

Mr. Rooseveit. The committee will come to order, please. 

The first witness before the committee this morning is a represent- 
ative of the American Pulpwood Association, represented by Mr. W.S. 
Bromley, and accompanied by Mr. Michael Weir and Mr. William C. 
Hammerle. 

Gentlemen, will you come forward and take seats here at the witness 
table ? 

I might add at this point that we have quite a heavy schedule this 
morning, and we are going to have to keep it as short as we possibly 
can, in order to hear everybody who is scheduled to appear. So [ 
am going to ask that you be as brief as possible. 

Mr. Bromley, I notice that your statement is fairly long, although 
a good deal of it are exhibits which, of course, I presume you would 
like to have inserted in the record. 


STATEMENT OF WILLARD S. BROMLEY, EXECUTIVE SECRE- 
TARY, AMERICAN PULPWOOD ASSOCIATION; ACCOMPANIED BY 
MICHAEL B. WEIR, COUNSEL; AND WILLIAM C. HAMMERLE, 
FORESTER, AMERICAN PULPWOOD ASSOCIATION 


Mr. Bromtey. Yes, we would, sir. 

Mr. Roosrvetr. Without objection, they will be. 

Why don’t you go right ahead, Mr. Bromley, and take over. 

Mr. Bromury. Mr. Chairman, in line with your statement about 
the number of witnesses, I will skip portions of our statement as 
we go along, but some I feel I should read in order to emphasize 
certain points we wish to make. 

My name is Willard S. Bromley. I am appearing here as executive 
secretary of the American Pulpwood Association. 

With me are Michael B. Weir, our counsel, and William C. Ham- 
merle, our forester. Mr. Hammerle’s experience in forestry and log- 
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ging includes terms as State forester of Georgia, State forester of 
uth Carolina, and forester of the Southern Pine Association. 

My own experience in forestry and logging work covers more than 
28 years. Having received my graduate degree in forestry from Yale 
University, I served for 8 years as a public forester, and then for over 
9 years I worked as a pulpwood producer and private forester in 
northern Michigan. For the last 11 years I have been with the Amer. 
ican Pulpwood Association. I think that I can speak not only as an 
association representative but from my own years of practical forestry 
and logging experience. 

All three of us will be glad to answer question about our statement 
or discuss any points your subcommittee wishes to cover. 

Our industry’s objective is to outline the necessity for retaining in 
the Fair Labor Standards Act the 12-man small forestry exemption 
(sec. 13(a)(15)) and also the seasonal exemption (sec. 7(b) (3)), 
both of which would be eliminated by H.R. 4488 and similar bills. 

Pulpwood is the principal raw material used in such industries as 
pulp, paper, hardwood, fiberboard, particle board, excelsior, cellulose 
wadding, rayon, et cetera. The American Pulpwood Association rep- 
resents all phases of the pulpwood industry, with our principal activi- 
ties being directed toward promoting the growth of our Nation’s 
pulpwood supply and improving the methods of its harvesting. Our 
producer members produce or handle nearly 314 million cords of 
pulpwood annually. For many years the association has conducted 
safety and training, forestry and mechanization programs, designed 
specifically to help small loggers prepare, handle, and transport pulp- 
wood safely and economically. 

Now, Mr. Chairman, I would like very much to show you a few 
slides to make sure you understand what pulpwood is and what a 
cord of pulpwood looks like. 

As the sign says, this is one cord of pulpwood. Please note that 
it is piled 4 feet high, 4 feet in length or depth, and it is 8 feet long. 
The average cord of pulpwood has 60 sticks, more or less. 

I would like to stress very definitely what we are talking about so 
far as pulpwood logging. 

May I have the next slide. 

We are not talking about highly mechanized logging operations on 
the west coast where one ntick of pulpwood may have from 1 to 4 
cords of pulpwood in it and one lift as it is loaded on the trucks. A 
truckload may be loaded by as little as 3 to 7 sticks of these long logs 
and, of course, contain as much wood in one truckload as we have on 
an entire freight carload in the East. So I would like to stress the 
fact that we are not talking about this kind of logging, all of which 
operates from large camps, large operations, highly mechanized, and 
all operating under the Wage and Hour Act. 

East of the Rocky Mountains pulpwood cutters must cut as man 
as 10 trees like this per acre in order to get just one cord of pulpw 
and, of course, they cut it into small lengths and in stands like this. 
They may cut only 1 to 5 cords to the acre as contrasted to many, many 

cords of wood that are cut on the west coast. Of course, the men are 
usually working alone with one-man powersaws. Even a highly 
mechanized pulpwood operation such as you see here in the Lake 
States region lifts only 3 or 4 sticks and only a fraction of a cord of 
wood as it picks up the load. Since we have the handicap of small 
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ging includes terms as State forester of Georgia, State forester of 
ganization and a small crew. 

This particular pulpwood is 100 inches in length, coming from the 
Lake States region. In the Northeast it is 48 inches in length, and 
in the South it is 63 inches in length. 

Before reviewing the need for the 12-man forestry and seasonal 
exemptions it is essential that a few questions about our industry be 
answered, and a few facts and figures given. 

1. Where does pulpwood come from ? 

Today, east of the Rocky Mountains most all forested areas have 
been cut over once, and many areas as many as six orseven times. This 
sporadic series of cuttings, coupled with a subdividing of ownership 
many times, has resulted in the forests of today being a patchwork of 
many small woodlots. 

This pattern of ownership goes all the way back to the policy of 
our Government in oxbaioliien the public domain where it was the 
usual practice to provide for a passage of title to ownerships of 100 
to 160 acres to farmers and other settlers as the public domain was 
opened up for settlement east of the Rocky Mountains. 

The owners of farm and other woodlots number over 414 million, 
and their average holding is less than 100 acres, as you can determine 
from exhibits A and B, derived from the preliminary draft of the 
U.S. Forest Service “Timber Resource Review.” This and other in- 
formation is reproduced on the attached exhibits, which I request be 
incorporated in the record. 

Please note in exhibit A that less than 5 percent of all commercial 
forest land in the United States is owned by pulp manufacturers. 

In exhibit A one can see graphically that “Farm” and “Other 
private” have by far the largest share of all commercial forest land 
area in this country. Indeed, it is about five-sixths of all private 
ownerships. 

Exhibit B shows that the “Other private” ownership is made up of 
more than a million small owners. They may be lawyers, doctors, 
teachers, people who fell heir to small woodlots, or small woodland 
areas from the estates of people who formerly owned farm woodlots. 
These, combined with the farmowners, own at least 80 percent of all 
private forest lands. Therefore, when consuming mills want wood, 
it must of necessity come from the land of farmers and small owners. 

As the pulpwood consuming industries have expanded, many mills 
have attempted to acquire some forest land for research and experi- 
mental purposes, and as a form of insurance to guarantee a small 

ortion of their total needs being readily available. Nevertheless, all 

ut a very small portion of the wood consumed has to come from the 
small owner, and this will undoubtedly continue to be the case in the 
foreseeable future. 

In some instances pulpwood consuming mills acquire timber or 
stumpage rights from small landowners by lease or contract. This 
practice has very limited application. Even in the South, where it 
is utilized somewhat more than in other areas of the country, less 
than 2 percent of commercial forest land is affected. As a matter of 
fact, the chart shows 114 percent of this land is affected. 

Nationwide, as can be seen from exhibit C, less than 1 percent of 
forest land is leased. Actually, eight-tenths of 1 percent of com- 
mercial forest land is leased in the United States. 
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Exhibit D also gives the answer to the question of where pulpwood 
comes from. In 1958, which is the most recent information avail- 
able, more than 80 percent came from the small woodlots of farmers 
and other small woodland owners. 

A graphic illustration of pulpwood production in the South— 
where 60 percent of all pulpwood is produced—is given in the US. 
Forest Service publication entitled “Southern Pulpwood Production, 
1959.” 

Exhibit E, which is reproduced from page 2 of this publication, 
shows the wide dispersal of southern pine pulpwood production from 
Virginia to Texas. Each dot represents 5,000 cords of pulpwood, or 
about 60 pulpwood producers, and, of course, many more pulpwood 
workers are involved. 

Zach producer has his own truck and powersaw as a bare minimum 
of equipment. 

Please note the wide dispersion of pulpwood production in nearly 
every county of some States. The only other industry with such 
wide dispersion of activities in relation to its basic raw materials is 
agriculture, in which the workers are exempt from provisions of the 
Wage and Hour Act regardless of the size of operation. 

I would like to point out that 90 percent of all the counties that you 
see on that map produced some pulpwood during 1958. 

2. Who are the logging operators in our industry ? 

Since most pulpwood must, of necessity, come from scattered small 
woodlots, work crews of pulpwood operations are characteristically 
small. 

Current consumption of pulpwood is described in a 1959 U.S. Forest 
Service booklet entitled “Woodpulp Mills in the United States.” 
Exhibit F shows the cover of this booklet. 

The tremendous growth of this consumption since 1947 is graphi- 
cally illustrated in exhibit G, which was taken from figure 4 of this 
Forest Service booklet. Between 1947, which is this bar here, and 
1959, which is not shown, but it comes close to 39 million cords, this 
consumption has increased by nearly 100 percent to a total of about 
39 million cords. The number of pulpmills in the United States in- 
creased from 247 to 364 during this same period. This expansion in 
the number of consuming mills has resulted in a similar increase in 
the number of pulpwood producers upon whom the consuming mills 
are completely dependent. 

A survey of our industry in 1956 showed that pulpwood was logged 
by two main groups of producers, those who operate full time and 
those who operate only part time. See exhibit H. 

We defined a regular producer as one who is responsible for logging 
and delivering at least 1,000 cords of pulpwood a year. A cord is 
128 cubic feet of stacked pulpwood or its equivalent. 

It was found that such loggers or producers employed up to 20 men 
or so per year, but rarely exceeded 12 men in any 1 week. In 1956 
in the United States there were about 14,000 regular producers or 
loggers who produced about 63 percent of the wood requirements of 
the pulpwood-consuming industries . 

In the same year 28 percent of the pulpwood consumed was pro- 
duced by part-time producers, numbering some 35,000, who produced 
less that 1,000 cords a year. Most part-time operators earned a 
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major portion of their living from such activities as farming, miming, 
truck hauling, roadbuilding and construction, and from small in- 
dustries located close to the forest areas. This group uses logging as 
a means to supplement their principal sources of income. 

In some areas the normal economics of supply and demand for wood 
can be materially affected by more part-time producers entering the 
field, because of unemployment or of shutdowns in other industries. 

3. What are the markets for pulpwood ¢ 

As the number of wood-using industries increases the problem of 
available wood supplies is magnified. This is particularly true in 
the South, which has seen the greatest increase in the demand for its 
forest products in the post-World War II period. 

Exhibit I, reproduced from figure 7 of “Southern Pulpwood Pro- 
duction,” published by the U.S. Forest Service, shows a complex pat- 
tern of competition for the purchase of southern pine pulpwood in 
individual counties of the South. Pulpwood was purchased in more 
than 90 percent of all counties in this region in 1958. This publica- 
tion points out that in 60 percent of the pulpwood-producing counties 
in the South four or more pulpmills are actively competing for avail- 
able pulpwood. 

This particular chart did not reproduce well, and you can see from 
the color that the area of one to three companies procuring pulpwood 
is much wider than indicated on the chart in front of you. We will 
try to have a better chart for the record. 

Exhibit J shows the upward trend in prices of key species of pulp- 
wood since 1947-49 to 1960, the base period most economists are 
using now to gage our economic growth. 

The price of southern pine pulpwood has increased 44 percent in 
the past 12 years. Increases from 21 to 31 percent in the prices of 
other key species all show that these wood prices exceed the increase 
in prices of all commodities and are healthier by far than the price 
situation which prevails for farm and food products. 

Mr. Roosreveir. On that point, have the wages of these people in- 
creased proportionately ? 

Mr. Bromiey. Yes, sir. I don’t know the exact proportion, but 
I know they have increased appreciably. Of course, during this same 
period you did have an increase in the minimum wage. 

Mr. Roosevetr. Except you were exempt, were you not 4 

Mr. Bromiry. Yes, but the wages being paid to our woodworkers 
always follows any increase in the minimum wage. We hate to admit 
this, but this is an actual fact. If we are going to use woods labor, 
we have to compete on the open market for labor as any other em- 
ployer, but our labor just will not work at less than the minimum wage. 

Mr. Roosevett. In other words, the setting of the minimum wage 
actually sets in your opinion the wages of both the part-time and the 
other people, but you have no idea how much they have increased ? 

Mr. Bromury. It sets the minimum. It does set a floor indirectly 
with reference to the wages paid to woods labor. It has a terrific im- 
pact inthat regard. There is no question about that. 

Exhibit K shows how the average prices for pulpwood compare with 
the prices of basic raw materials of other large industries. Only the 
nonreplaceable ores and chemicals have shown any higher rate of 
increase. 
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You can see the price index of these basic materials over here on 
this side of the chart. 

Pulpwood prices have increased more rapidly than farm products 
over the past 12 years. Pulpwood is more similar to agricultural 
products than any other commodity. It is regarded as an agricul- 
tural comodity by the Interstate Commerce Commission. This simi- 
larity will be referred to below with reference to the discussion of the 
12-man and seasonal exemptions. 

(3) (a) What is the 12-man exemption under the Fair Labor 
Standards Act which applies to the pulpwood industry ? 

Small scale forestry and logging operations were exempted from 
the minimum wage and overtime pay provisions of the FLSA by the 
1949 amendments, which added what is now section 13(a)15. This 
section says that the minimum wage and overtime pay provisions of 
the act shall not apply with respect to any employee employed in 
planting trees, cruising, surveying or felling timber, or in preparing 
or transporting logs or other forestry products to the mill, processing 
plant, railroad or other transportation terminal if the number of em- 
ployees employed by his employer in such forestry or lumbering opera- 
tions does not exceed 12. 

(6) Why is the exemption necessary ? 

When the Fair Labor Standards Act was enacted in 1938 forestry 
and logging operations were not exempt. Pulpwood producers and 
small-scale logging and forestry operators immediately ran into dif- 
ficulties. The Wage and Hour Division began to apply this factory- 
type law with its detailed recordkeeping requirements to these nu- 
merous, small, scattered operations. Many operators were charged 
with violations which they were unable to avoid. 

I have a few slides which show some of the conditions which will 
make you understand the difficulties under which operators had to 
operate at that time. Here, for example, is a pulpwood cutter felli 
in the southern pine area, using a one-man power saw, as is typical 
working alone or in crews of two to three men per truck, with some 
two or three trucks per pulpwood operation. 

Here is a pulpwood cutter trimming branches from low-grade and 
light stands of poplar in lower Michigan. 

Incidentally, the average wages being paid in the Upper Peninsula 
and in the Lakes States region will range from $1.07 to $1.90 per 
hour, and it is quite common for $3 per hour and more being earned 
by the more efficient pulpwood cutters, particularly when the stands 
are heavier than this that you see here. 

Mr. Ayres. Excuse me. 

Are they paid by the hour or by the unit of work ? 

Mr. Bromury. They are paid by the unit of work, on a piecework 
basis. That is a common basis for payment of some 90 percent in our 
industry. 

Mr. Ayres. You arrive at the hourly rate on the basis of how much 
they produce? 

Mr. Bromiry. On an approximate basis. We just cannot be ab- 
solutely accurate on the hour figure. 

Here is a slide of a pulpwood being skidded in northern Maine. 
You see a man working alone or in small crews with a horse skidding 
in the tree-length material where he cuts it up into lengths for pulp- 
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wood, of 48 inches, and it is piled there by the road. At the end of 
the week it will be measured, and if this man has some other men 
working back there, doing the felling in the woods, they will be paid 
on the basis of the number of cords produced during the week. 

In the spruce and fir pulpwood operations of this type the average 
workers are earning $1 to $2 per hour, and some in excess of that. 

Here is a view of the hardwood pulpwood region typical of that 
which extends all the way from Pennsylvania down to north Georgia. 
The farmers frequently use the horses, which are also used in plowing 
and cultivating. They may be working on their farmlands in the 
morning, and in the afternoon using the same horse and operating 1n 
their woodlots. 

Farmers may also be using their farm tractors, and this is a com- 
mon sight, too, to see their farm equipment being used on pulpwood 
operations. 

Even though the tractor was not designed specifically for this type 
of operation, they have accessory equipment which lifts up the logs and 
enables them to skid them more efficiently. 

We use illustrations to stress the close affinity between pulpwood 
operations and agriculture for all our pulpwood-producing regions. 

We would like to point out that as the farmers are working in their 
fields, the workers are exempt from the provisions of the Wage and 
Hour Act regardless of the size of their crew. 

Here is a slide which shows a scene that is typical of northern 
Michigan again, where I was a pulpwood producer for some years, 
attempting to work under the Wage and Hour Act, back in 1946 
and 1949. With operations of this type it was frequently customary 
forme on Monday morning to assign some 8 to 10 men to their cutting 
areas along roads such as this. During the week I would have to go 
out and see about my selling contracts with two or three pulp and 
paper companies. I had dealings with some 10 or more forest prod- 
ut companies to sell the products coming from timber such as this, 
and I was not able to stay with the cutters all during the week. It 
would be very unusual if I would be able to stay a full day with those 
cutters in the woods. 

On Friday night I would come out and the wood would have been 
cut and piled. I would measure it, and the men would be paid on a 
piecework basis. Unfortunately at that time we had to keep time- 
cards and keep records, and we would put the figures down there that 
vere supposed to represent the number of hours the men worked. 
[had no idea as to whether they worked that time or not, and I don’t 
think the men had a very good idea as to their hours of work. 

The unfortunate thing about it was that the employers in all cases 
were held as being responsible for the accuracy of the time records, 
Ihad some very good friends who were in the pulpwood-producing 
misiness, some of them with a college education and who conscien- 
tlously tried to keep these time cards. They were unable to do so be- 
‘use Wage and Hour inspectors would come around, check on the 
tews any time during the next 2 or 3 years and prod the pulnwood 
workers in such a manner that all of a sudden it seemed as though 
thye claimed that they worked more hours than they had put down 
mn the time card, and the producer would then be charged with vio- 
tions of the act. He would have to pay penalties, and it just about 
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put some of them out of business because they had to pay for work 
that actually was never performed. 

Speaking from personal experience, the production of pulpwood, 
like farming, cannot be conducted on the basis of a regularly scheduled 
and carefully reported workweek of 40 hours or even a day of 8 hours, 
as in the case of a factory-type operation. 

In a single producer’s crew of 10 or 12 men, workers may be sepa- 
‘ated from each other by a half mile or more or even scattered among 
different townships. Weather plays an all-important role since work 
cannot be safely conducted in the rain. 

A leading authority on forestry and logging, A. E. Wackerman, 
professor of forest utilization at Duke University, in his book “Har. 
vesting Timber Crops”, quotes as follows with respect to the effect of 
weather on logging in the South: 

Logging in the South is beset by a factor absent in other sections of the 
country where the work is seasonal. Rainfall is the nemesis of logging in the 
South. A 2- or 3-day sustained rainfall, which is likely to occur any time during 
the year, will force a shutdown of logging perhaps for a day, maybe for a week 
or 10 days. It is not a totally seasonal incident in the South, as it is in the 
Northwest and Northeast. The U.S. Department of Agriculture statistics show 
that the States in the southern pine region practically all have more than 50 inches 
of rain a year. Rain makes the woods floor soft and therefore difficult of ingress 
and egress; the slick clay and mud roads frequently do not permit traction for 
logging trucks. 

Under these conditions the small businessman producer cannot. pos- 
sibly keep accurate records on his employees, which are required, 
except where the exemption applies. Loss of the exemption would 
mean that the small employer would either have to hire a timekeeper 
to patrol the woods or become one himself, thus substantially increas- 
ing his cost. of doing business or reducing his own chances of doing 
productive work. 

Many available workmen cut wood as a means of supplementing 
their regular earnings, so that they may work part-time or at times 
most convenient to themselves. They may work half of one day, 8 
hours the next, none for a couple of days, and maybe 10 hours another 
day. Elimination of the exemption would make this kind of work 
virtually impossible. This, in turn, would make less work available 
for farmers and farm labor that wanted part-time work. 

Mr. Pucrnsxt. May I interrupt? 

Does not that same employer now have to maintain records for tax 
withholding and for social security and the various other forms that 
he has to maintain as an employer ? 

Mr. Bromiry. He is required to keep such records as to the total 
wages earned by the employees. 

Mr. Puctnskt. However, he has to support that with some definite 
evidence, does he not, as to the hours worked ? 

Mr. Bromury. I don’t believe he is required to report the hours 
worked under any class of work which is not subject to the Wages and 
Hours Act. He does not have to report the hours. 

Mr. Puctnsxt. However, he does have to report earnings? 

Mr. Bromtiry. Yes. 

Mr. Pucrnsxr. And he has to show how he arrived at that figure on 
earnings ? 

Mr. Bromtry. The base of earnings, I would say so. 
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Mr. Puctnskr. Then how would this particular legislation affect 
him any more adversely than he now is? 

Mr. Bromury. He does not have to show the number of hours, and 
he is not required and is not responsible for the accuracy as to those 
numbers of hours. 

Mr. Puctrnskt. Just one second. He has to arrive at a sala 
He has to report what he is withholding and why he is withhol dine i it, 
does he not? 

Mr. Bromuey. Just in terms of dollars. 

Mr. Puctrnsk1. Yes, but he has to show how he arrived at that par- 
ticular figure. 

Mr. Bromiey. That is not required. 

Mr. Were. You merely have to show what you paid. The employer 
has to show what he has paid so that he can withhold the proper 
amount, and also the withholding of the social security tax. 

Mr. Pucrnskt. That is correct, but he must have some records to 
show how he arrived at the figure that he paid, does he not ? 

Mr. Werr. I do not believe so, Mr. Pucinski. That is the whole 
point of this presentation really. The reason this exemption was 
added to the law was to obviate the necessity of this type of employer 
from having to keep an account of the hours worked in order to arrive 
at the salary. He can keep the salary figures. He can withhold the 
social security, and he can withhold his income tax. We are not say- 
ing that he cannot do that. All we are saying is that he cannot go 
out and verify the number of hours that are wor ed. 

Mr. Pucrnsx1. However, someone somewhere along the line requires 
some records to justify the payment of these salaries and the with- 
holding of that tax. They just do not pull a figure out of the air, 
do they ? 

Mr. Werr. The figure that is pulled out of the air, to use your 
phrase, is based on the number of units that the employer finds that 
his employee has produced during the pay period. 

Mr. Den. Excuse me. Will you yield 

Mr. Puctnski. Yes. 

Mr. Dent. How can you determine then what a man earns per hour 
if you do not keep a relationship between the hours worked and the 
units produced? How do you know then that a man is earning a wage 
of 25 cents an hour or $1 an hour or $3 an hour if you do not know 
how many hours he puts in in the field or in the woods as against. the 
number of units that he produces? Ido not know any other way that 
you would do it. 

I am just seeking information here. It is not a criticism. 

Mr. BromMiry. This i is something that works out quite naturally in 
an area where if the woods workers are not earning per week roughly 
what they feel they should be earning for the time “that they have put 
in in this pulpwood production; very obviously they will look for 
other work. That is one measure. It is one way that the worker has 
of measuring whether he is being paid adequately or not. 

Mr. Den. Do you not think that it is imperative that your organ- 
ization itself have figures on their hourly production costs? I mean 
the unit cost is one thing, but even in a large production facility such 
as steel or glass works or a pottery, or anything, although they work 
on an incentive plan, we commonly call it, these workers still have 
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their hourly averages on the basis of the earnings per hour as against 
the pieces produced, or they would never get anywhere in figuring 
out their cost angle. In other words, how do you know how many 
men to throw into a certain patch ? 

Mr. Bromuey. You have a measure of the average production of 
the average worker. That is common knowledge. I mean pulpwood 
producers know it, and the workers know it. They know from the 
piece rate that is being offered to them whether they can make adequate 
earnings that way or not. 

Mr. Dent. Then, by the same arithmetic, can you not—I always did, 
anyway, in the little production work I had to do with—set the piece- 
work on an hour of labor, 60 minutes of labor and so many pieces, and 
then determine a priceto be paid? Ifthe man produces so many units, 
you ought to be able to figure that into the amount of time it took him 
to produce it. Am TI right or wrong? 

Mr. Bromiry. You absolutely can do that. 

Mr. Dent. Does that not set your figure for you ? 

Mr. Bromuiey. Unfortunately, that isn’t ee acceptable. The 
accuracy of hours under the conditions of work under which we oper- 
ate is not accepted. 

Mr. Dent. When does the labor start? At the time the man hits 
the woods or at the time he arrives at a gathering point ? 

Mr. Bromuey. It starts when he begins working in the woods. 

Mr. Dent. It is no question of how he gets there or anything else? 

Mr. Bromtey. He gets there himself. 

Mr. Dent. You do not have a central gathering place where they are 
all picked up and taken into the woods? 

Mr. Bromury. There is no common practice in that respect. 

Mr. Dent. You are then assuming, in the time he spends in the 
woods, under your way of figuring, that he is going to work a certain 
amount of hours, and other hours he is going to loaf. Most wood- 
cutters don’t have too much to do out there in the woods unless they 
carry a squirrel gun with them. What are they going to do? 

= Lapeer They might sleep. They might decide to quit and 
go back. 

Mr. Dent. That would show up, would it not? 

Mr. Bromtey. In the course of production these things will show 
up. There is no question about that. But, unfortunately, the hours 
workers might put down as having worked under these conditions are 
subject to a much wider variation of possibilities than, say, in a fac- 
tory or in a store where the hours of work are relatively fixed and 
there is no question about the worker reporting and when he stops 
working and when he goes home. 

Mr. Roosrvett. Will the gentleman yield ? 

Mr. Dent. Yes. 

Mr. Roosevett. Would it not be possible to work out a system 
whereby in each locality you set what would be a normal standard 
so that you would say that so much could reasonably be the output of 
a normal worker in a given hour, and that anything over that that 
he produced he would get the incentive pay for, but that you would 
base your hourly wage upon that amount of production which would 
have been reasonably figured? I would think that that would be 
within the competence of management and the worker. 
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Mr. Bromtry. Mr. Chairman, these thing you can do, but they do 
require additional time and work on the part of somebody to develop 
such patterns. And the real test, so far as we are concerned, and 
what we insist on, is that our workers are already earning in excess 
of the minimum wage, so that we don’t feel as though this pattern of 
the work production per hour and so forth is necessary so long as we 
are complying with the requirements as to the minimum wage under 
the Wages and Hours Act. 

Mr. Roosrvetr. What you are really saying is you do not object to 
the application of the law; you object to what the law imposes upon 
you in the way of recordkeeping. 

Mr. Bromury. Particularly so. That is one of our primary objec- 
tions. 

Mr. Pucrnsxr. Will the gentleman yield ? 

Mr. Roosrvet7. Yes. 

Mr. Pucrnsxt. It is a problem that is not unique to your industry. 
This is a problem that confronts many, many service industries in 
America. Take in the building industry, for instance, the building 
trades. They have the same problem. “They send out a worker or a 
group of workers to a small job where it would be uneconomical to 
send along a supervisor or a foreman. You have an electrician who 
goes out on jobs, for instance, to do repairs in a home, and he goes out 
on his own, totally unsupervised. But they have set up a standard 
of the amount of work that is expected from that employee in a given 
amount of time, and you have seen that. You probably had it happen 
in your own home. A serviceman comes down to service your wife’s 
refrigerator. He is not supervised. He comes down there and he 
could, if he wanted to, put in a bill for 6 hours. He could, if he 
wanted to, put in a bill for a half hour, depending on the amount of 
time it takes. But they have set up standards. 

I cannot understand why this same type of standard cannot be ap- 
plied in your industry. You make it sound as if your industry is 
unique from all other industries in America, and I have not seen any 
evidence to that effect from the previous witnesses who have been 
here dealing with this particular industry. 

Mr. Wetr. May I just speak to that question for a moment. 

You mention the refrigerator repairman. I know I have had 
personal experience with them, and very often when the bill comes 
from the contractor I will say to my wife, “Good grief, that man 
couldn’t have worked the number of hours that produced a bill of this 
size.” So there are specific methods of checking up on this. The 
repairman leaves the place of his employer, presumably in the truck, 
and he goes out on the job, and the emblover expects him back. But 
in the pulpwood industry operation that Mr. Bromley has outlined, 
giving the specific example of his own experience, it was not at all 
uncommon for the workers themselves to be separated from their em- 
ployer. For example, Mr. Bromley, for a period of days or even a 
week did not see his workers, and that is the point that he has been 
trying to develop. 

Mr. Puctnskt. However, when these workers who have been sepa- 
rated from their supervisory staff, whether it is for a day or for days, 
submit a bill or whatever they do to claim their earnings, you cer- 
tainly do not pay that at face value. You have some way of checking 
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to see whether or not they did in fact produce the amount of work that 
they claim they produced ; do you not 4 

Mr. Bromuey. Mr. Pucinski, we admit that we have rough checks 
of this type. But, unfortunately, what is adequate for purposes of 
estimating efficiency and adequate production is not adequate for the 
Labor Department. 

We cannot produce the accurate time records that the Wage and 
Hour Division insists on as it inspects the application of the Wages 
and Hours Act to our industry. That has been our difficulty. That 
was the experience we had. That is why Congress did give us this 
limited 12-man forestry exemption. 

Mr. Roosrvetr. I am going to ask you to proceed. As I announced 
earlier, we have five separate groups that we have to try to finish, 

I think you made your point clear, and I think Mr. Pucinski has 
also made his point very clear. 

Mr. BroM ey. Compensation in smal] forestry operations has his- 
torically been paid on a piecework basis. Under this system, employes 
have always been able to earn at least, and usually substantially more, 
than the prevailing minimum wage. Under this practice it has also 
been possible to employ some handicapped workers, which would be- 
come uneconomical if the exemption were lost. 

Claims have been made that. only 3 percent of woods workers worked 
on a piecework basis. This figure was taken in error from page 2 
of BLS Report No. 130, which was referring to sawmill workers most 
of whom do work by the hour. All of us in the pulpwood industry 
know that practically all pulpwood work is performed on a piecework 
basis. This is confirmed for a large segment of the South on page 9 
of the TVA publication “A Survey of Pulpwood Dealers in the Ten- 
nessee Valley,” which states that producer crewmembers are “gen- 
erally paid by the cord.” 

It may be asked why is there a 12-man exemption rather than some 
other number. The only practical answer is that a 12-man operation 
is close to an economic break-even point. Where substantially more 
than 12 men are needed, a producer can afford to spend all his time 
on the job in the woods and hire someone else to keep records, sell 
his products, et cetera, or follow the other alternative of hiring a fore- 
man or woods boss. 

A 12-man operation rarely does over $50,000 worth of pulpwood 
business a year. This is avery small business. Of course, Mr. Chair- 
man, if you compare this amount of gross business with some of the 
amounts of business being considered for other industries in connee- 
tion with your own bill, H.R. 4488, I think you would recognize, 
Mr. Chairman, that this is a very small business activity, and we feel 

it should not be hampered by laws and regulations with which it can- 
not reasonably be expected tocomply. 

4. (a) What is the seasonal exemption as applied to the pulp- 
wood industry ? 

An industrywide 14-week exemption from the overtime pay pro- 
visions of the FLSA is available to employers in seasonal industries. 
The exemption relieves employers of overtime pay liability for hours 
worked up to 12 daily or 56 weekly. It does not. relieve them of li- 
ability for the minimum wage. This exemption is contained in see- 
tion 7(b) (3) of the act, which several of the bills before this commit- 
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tee would delete. This exemption is available to industries found 
by the Administrator to be of a seasonal nature. 

The exemption does not apply automatically. Application must 
first be filed, and then the Administrator determines whether the in- 
dustry falls within the seasonal category. 

Shortly after the act was passed, the Administrator found certain 
activities common to northern woods operations to be within the 
limited seasonal exemption of the act. These activities include ice 
wd snow road hauling, sap peeling, which can be done only in the 
spring of the year for a period of around 2 or 3 months, and the spring 
freshet driving. 

Briefly, ice road hauling is the transportation of pulpwood by 
hauling it on sleds or trucks over roads specially constructed at sub- 
freezing temperatures. Any wood which has not been taken out of 
the forests before ice roads start to break up in the spring must lie 
where it is. 

Sap peeling is a method of removing bark, which must be done to 
produce a high quality pulpwood for use in the manufacture of certain 
types of pulps. It can only be done during the period of 8 to 14 
weeks each year when the sap is freely running in the trees. 

Spring freshet driving is another form of transportation in locali- 
ties where running streams are available. The wood is floated down 
these streams during the short periods when the melting snow and 
spring rains produce a water level high enough for the purpose. It 
an be done at no other time. 

(b) Why is this exemption necessary ? 

In these seasonal operations, because of the laws of nature, the 
thole year’s work must be done in the space of a few weeks. The 
work is done in the forests far removed from workers’ homes so that 
amps must be constructed. Loss of the exemption would mean in- 
easing the capacity of the camps to take care of larger numbers of 
en on a straight-time basis. This would result in higher costs and 
workers would each receive less pay because of the shorter hours of 
work, 

One of the accepted reasons for overtime pay penalties is to en- 





‘ourage employers to hire more employees, rather than work the 
tormal number overtime. In a factory, this is a workable idea. 
More than one shift can be put on. You cannot operate two 8-hour 
hifts in the woods. There are only so many daylight hours. In 
uldition, this would be futile because of woods labor shortages in 
Northern States. 

The producer in the areas where the seasonal exemptions apply 
must have all of his wood cut, peeled, and out of the forest within the 
few weeks he can operate. Already at an operating disadvantage 
‘keause of nature, this producer cannot survive if additional costs are 
imposed upon him. Wood produced in the Northern States is directly 
ompetitive with Canadian wood. Canada has no law which arbi- 
tarily would force higher costs in the production of wood. 

Substantial increases in the costs of American wood, such as would 
te caused by eliminating the seasonal exemption, would put the prod- 
ict of American producers at a serious competitive disadvantage and 
‘tate an economic hardship in the northern forest areas within the 
lbw weeks he can operate. 
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Since the finding of the Administrator as to the seasonal nature of 
these three operations, over 20 years ago, there has been no change in 
the effect on the industry of the natural seasonal factors or in the man- 
ner in which our industry must meet them. 

Now I would like to stress a very important point with respect to 
our statement. 

5. Employees in the pulpwood industry do not earn substandard 


wages. 

The producers in the pulpwood industry are not asking that the 12- 
man and seasonal exemptions be continued in the law to avoid paying 
the minimum wage prescribed. 

Employees in this industry are earning wages at least equal to and 
substantially above the current statutory minimum. In the North- 
east, the Lake States, and the West, wages in excess of the equivalent 
of $2 per hour are common. In the South, too, virtually all logging 
workers earn at least the minimum. 

This fact, which is common knowledge in our industry, has been 
substantiated by the Bureau of Labor Statistics Report No. 130, which 
deals with “Studies of the Effect of the $1 Minimum Wage.” 

Page 19 of this report shows that logging workers on operations 
with 12 or less employees had average hourly earnings of $1.05 per 
hour in 1957. We know this average has gone up since then. 

Page 10 of this report states: 

The exemption provided in the Fair Labor Standards Act for logging workers 
in mills that employ 12 or fewer logging employees does not appear to have in- 
fluenced the earnings of logging workers differently in the two sizes of opera 
tions. Although not required to do so, most mills with 12 or fewer logging work- 
ers increased the hourly rate for their logging workers as well as their sawmill 
workers; less than 3 percent of their logging workers earned under $1 an hour 
in April 1956 and less than 1 percent in April 1957. 

Our own studies of this subject show much higher earnings by 
pulpwood workers in northern and western forest regions, but every 
report of the Bureau of Labor Statistics since the last increase in the 
minimum wage shows that 97 to 99 percent of all logging worker 
under the 12-man exemption earn better than a minimum wage in 
the South. We know that this same situation prevails on southem 
pulpwood operations which are interspersed with sawmill operations 
and use the same woods workers. 

Every long-range study of the effect of the past increases in the 
minimum wage by the Bureau of Labor Statistics shows that the 
earnings of woods workers has been promptly increased to exceed 
the minimum wage even though they were working under the 12-man 
forestry and logging exemption. We mention this only to stres 
the point that these exempt workers have not been and are not de- 
prived of the indirect effect of the Federal minimum wage. Elimi- 
nation of this exemption will not therefore provide them with any 
immediate increase in their wages and will not benefit them in any 
way. 
it is evident, however, that any increase in the minimum wage will 
affect pulpwood producers as employers in all forest regions as many 
have some workers just above the current minimum. 

6. Conclusion: The American Pulpwood Association wishes to g0 
on record, therefore, as being o eased to any increase in the statutory 
minimum wage. We believe that such an increase would promptly 
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contribute to inflation, which has become a national menace, and 
would result in no lasting benefit to employees in this industry. 

After thorough study, Congress and the wage and hours adminis- 
trator granted the forest products industries the 12-man and seasonal 
exemptions, both being only partial exemptions from the Fair Labor 
Standards Act. 

Certain bills pending before this subcommittee would eliminate 
these exemptions, apparently for the purpose of improving the wages 
of workers in the woods, by bringing them to the minimums pre- 
scribed by law. 

Wages in this industry already are at or well above the minimum 
level, so that eliminating the exemptions would not have this intended 
result. Instead, unintended effects would come about. The cost of 
doing business for the small producer would be increased without an 
offsetting increase in productivity. Small producers would become 
enmeshed in redtape, which has already proven unworkable. Some 
small producers would be forced out of business, others would be 
swallowed up by larger operations, or else have to operate in viola- 
tion of the law. Work opportunities would decline and American 
wood would be placed at a competitive disadvantage. We don’t want 
any of these things to happen, and we respectfully urge your favor- 
able consideration of action to see that they do not happen. 

Thank you, sir. 

(Charts, attached to Mr. Bromley’s statement, follow :) 
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ExHIBIT B 
SECTION 
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manufacturer __ aa 
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Pulp 159 “s233 Coastal Alaska 
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Fig. 2 = Number of private ownerships of commercial forest 
land, by type of ownership and section, 1953 


(Grand Total - 4,510,727 ownerships) 
(North-2, 553,962; South-1, 827,161; West-129,60) 
Source of Information 


Page 11, Chapter IV-D, Preliminary Draft, Timber Resource Review of 
U. S. Forest Service. 
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Fig.i- Ownership of commercial forest land by type of ownership 
ond section,i953. Acreages in millions are: 
Total U. S. - 488.6 North - 174.0 

South - 193.3 
West - 121.3 


Source of Information 





Page 6, Chapter IV-D, Preliminary Review Draft, U. S. Forest Service 
Timber Resource Review. 
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ExuHrBiIt D 
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Pig. k - Source of Pulpwood Produced in 1958 
by Land Ownership 


(Total U. S. Receipts $5, 028,08 pone a 
(Purchased Wood 30,859,000 
(Company Operated Wood 36 is9, 000 Sees) 


Source of Information: 


American Pulpwood Association 
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ExHIBIT C 
COMMERCIAL FOREST LAND 
~ AREAS 
REGION TOTAL LEASED BY PULPWOOD CONSUMERS| 
Private Acres # Acres # Percent 
North 141,615,000 919,000 0.6% 
South 176,609,000 2,650,000 1.5% 
West and 
Coastal Alaska 40,045,000 167,000 0.4% 
Total Private 385,269,000 3,736,000 1.0% 
Total All Public 130,3L0,000 
All Ownerships 488,609,000 3,736,000 0.8% 











PIG. 3 - Area of Forest Land in U. S. 
and Area Leased by Pulp and 
Paper Companies - 1957 


Sources of Information 


#* Timber Resource Review, U. S. Forest Service 
# American Pulpwood Association 
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Mr. Roosevett. Thank you, Mr. Bromley and those who are with 
you, for a very complete statement. 

I have just one very brief question: In your opinion, if the law 
could be written so it applied just to that small percentage of work. 
ers who are actually suiployed by the mills or by the larger operator 
who are perhaps breaking it down into a series by subcontracting 
down the line, would this be disadvantageous ? 

Mr. Bromuey. In the first place, Mr. Chairman, there has been 
no breaking down of large operations into small operations as you 
have mentioned. 

I have tried to explain that we have small producers in our industry 
because of the broken up land pattern, the pattern of land ownership 
in this country, and then you have an average size woodlot and a 
average logging operation of less than 100 acres, it takes small crew 
to operate that sort of area. Where the stand of timber is 30 variable, 
running from maybe a cut of 1 cord to the acre to, say, 20 cords to 
the acre, and such conditions are scattered over large areas, that type 
of operation is not subject to large crews or large operations. §o 
there has been no breaking down of large into small operations 
Small crew production is the normal, most effective, traditional manner 
of producing pulpwood. 

Mr. Roosevett. However, you will agree that there are some of the 
mills in the North and West which operate crews. 

Mr. Bromiey. They operate under conditions just contrary to that 
which I have talked about. The timber is large, it is in great volume 
in areas, and it is in inaccessible areas which require costly roads to 
build and open up. Only a large capital investment can open 
these areas. Those areas traditionally have been operated from large 
logging camps. We have very little of that type of condition eas 
of the Rockies any more. There are just a few operations in the 
State of Maine of that type. In the entire Southern States I do not 
know of a single logging operation in the pulpwood industry that 
operating from a loggingcamp. This is just not in existence any mor. 








People go home at night, and the workers go back to their home 
or their farms, and that is the way they operate pulpwood. 

Mr. Roosrtvett. Thank you very much. 

Mr. Ayres? 

Mr. Ayres. No questions. 

Mr. Rooseveitr. Mr. Pucinski? 

Mr. Puctnski. No questions. 

Mr. Roosrvetr. Thank you very much. We appreciate your vey 
thorough presentation to this committee. 

Mr. Bromiey. Thank you very much. 

Mr. Roosrvett. Our next witness will be Mr. George Tichy, repit 
senting the National Lumber Manufacturers Association. 

Mr. Tichy, would you come forward, sir? 

Mr. Tichy, would you introduce the gentleman with you and the 
proceed. 
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STATEMENT OF GEORGE J. TICHY, NATIONAL LUMBER MANU- 
FACTURERS ASSOCIATION; ACCOMPANIED BY HENRY BAHR, 
GENERAL COUNSEL 


Mr. Ticuy. Mr. Chairman and members of the subcommittee, I 
would like, first of all, to introduce Mr. Henry Bahr, general counsel 
of the National Lumber Manufacturers Association, who is here to 
especially answer any particular questions that you may ask me with 
which I am not familiar with regard to the national itself, because I 
am not an employee of the national. 

[ have prepared a statement which I wish to file with the committee 
for the record, which has been placed before you. Rather than read 
it, however, because of the shortness of our time this morning, I have 
asummary which I will read to you at this time. 

My name is George J. Tichy. I am a practicing attorney, special- 
izing in labor relations. I serve as manager of the Timber Products 
Manufacturers Association, an industrial relations association repre- 
senting over 235 timber products producers in Montana, Idaho, eastern 
and central Washington, and northeastern Oregon. I appear here 
today in behalf of the National Lumber Manufacturers Association, a 
federation of 16 regional associations of lumber manufacturers located 
throughout the United States. 

At the outset I want it to be very clear that lumber manufacturers 
as individuals and as an industry believe in a high level of wages. 
But we confess that our strongest motivation in being in business is 
not merely to provide employment. As we see it, our function in 
this complex economy of ours is to take one of our most versatile 
God-given raw materials—a tree—and to convert it into lumber prod- 
uts to satisfy the needs and demands of our customers—the consumer. 

We appear today to raise a very serious question as to the necessity 
or desirability of our National Government continuing its policy of 
intervention in the wage levels of some 24 million American workers. 
Does depression-born legislation which was admittedly intended as 
in inflationary measure deserve renewal in the year 1960 when one 
of our Nation’s chief concerns is inflation? We believe it is only 
proper that the Congress weigh the negative impact of this legislation 
against its purported benefits. 

A brief description of the characteristics of our industry will be 
helpful to you in determining the impact of H.R. 4488 on the lumber 
manufacturers in the United States. 

The lumber and wood products industry is a major industry in 
the United States. It ranks near the top in total number of employees, 
in te and in the total amount invested in expenditures for plants 
ind equipment. Yet the overwhelming majority of the estimated 
0,000 sawmills in the United States is very small. The three large~*+ 
limber companies account for only 6 percent of the Nation’s total 
lumber production. 

It is a highly competitive industry, not only between different 
pecies of wood and different producing regions but also between 
similar operations in the same area. Moreover, a multitude of other 
‘onstruction and building materials intensifies this competition. 
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Because of the necessity of operating close to the source of raw 
material, our industry is widely dispersed. It provides the major 


° ‘ : m 
portion and sometimes the only source of income for thousands of § 4, 
rural communities, and furnishes seasonal employment for workers 
primarily employed in other activities in many areas. Moreover, Ci 
it owns only about 7 percent of the commercial forest land from which 
it must obtain its raw material; 75 percent of private ownerships of + 
commercial forest land are farm ownerships. The sale of standing J ¢, 
timber plays a vital role in a sound farm economy since nearly one. : 
fifth of farm acreage is in forests. fe 

The forest products industries are proud of their record of estab. 9 ine 
lishing sound forestry practices. The former policy of “cut out and § wh 
get out” has long been abandoned in favor of a sustained yield pro J ¢ 
gram that now assures this Nation of a perpetual source of one of § *“ 
its most usable natural assets. Achieving this favorable balance of ; 
growth to removal has, however, required careful long-term planning J ™ 
and large investments of time and money. Depending upon the 
species, trees require from 30 to 150 years of growth to reach mer § $1, 
chantable size. p tye the time of growing, the risk is high becaug § ho 
of the threat from fire, storm, ice, disease, and insect attacks. eal 

Yet another characteristic of our industry is the vast differences § % ! 
that exist between the several regions of our country. In my part § the 
of the country the western lumber industry average wage is well ove § the 
$2 per hour, or approximately twice the hourly wage paid in the q 
southern regions. Yet our labor costs per thousand board feet of Jf ™u 
lumber are lower than our competitors in the South. There are many § bel: 
reasons for this. Chief among them is that our forest units arf the 
larger and denser in growth. was 

in terms of board feet of lumber per tree, the average volume @ has 
the west coast is approximately 10 times that in the South. Ther [ 
‘fore, we are able to employ a greater mechanization, support large § cou 
mills where specialization is possible, and we are able to employag 
higher percentage of skilled workers to give us greater productivity. I 
In contrast, the average farm lot from which trees are harvested in long 
the South makes large-scale mechanization impossible. The southen} Whe 
sawmill industry is highly dependent upon manual labor. shor 

The danger of legislating « minimum wage for all industry in th§ the! 
United States is evident from the wide differences in the operation,  L 
of varying industries. According to the 1954 Census of Manufae— com 
tures, the average number of employees per establishment for all mam-§ “ver 
facturing industries was 56 as compared to an average of only If 2lon 
employees for sawmills. Moreover, wages in sawmills and planimg not: 
mills represent 56 percent of the value added by the manufac the ; 
in 1957, whereas for all industries wages constituted only 36 perce and 

of value added. with 

If you will refer to the charts following page 9 in my longer staie— Petit 
ment, you will note that for the larger and generally more efiicief Clay 
companies in our industry the average annual changes between Ii/— Wa 
and 1957 show a rise of 0.6 percent in lumber prices, an average ~, 
of 1.7 percent in corporate sales, and a sharp average drop in corporitg Ma 
profits of 9.9 percent. During these same years for the indusin— sa 
as a whole there has been a fairly level amount of production acco F W 
ca 


panied by a sharp reduction in employment. 
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The third chart indicates the rate of increase in our industry’s 
major costs—stumpage and wages—as compared to the price received 
for the manufactured product. 

We submit that the report of the Secretary of Labor, sent to the 
Congress on February 15, 1960, is adequate proof of the impact of 
legislated minimum wages upon our industry. On page 8 of part 
2 of that report the precise effect of the last minimum wage increase 
from 75 cents to $1, effective March 1, 1956, is analyzed. 

Much of the decline in employement in the 12 industry segments which oc- 
curred during the period can be attributed to the $1 minimum wage. However, 
there were other economic influences on a number of the industries in question 
which were in part responsible for changes in level of employment. Some of 
these may be considered as reflecting, at least in part, long-term effects of succes- 
sive increases in wages required by the Fair Labor Standards Act. 

Prior to the imposition of the $1 minimum there were 29,102 saw- 
mills in the South. Today there are only 25,099 southern sawmills. 

When the Congress last raised the minimum wage from 75 cents to 
$1, 75 percent of the sawmill workers in the South earned under $1 an 
hour. As of June 1959, 83 percent of the southern sawmill workers 
earned under $1.25, the proposed new minimum wage. It follows that 
a legislated increase at this time would have even harsher effects on 
the southern lumber manufacturing industry than those reported by 
the Secretary of Labor. 

It is virtually impossible to isolate the impact of the previous 
minimum wage increases on employment in our industry. We do 
believe it is significant, however, that employment in our industry on 
the west coast, where there has been a relatively smaller impact on 
wages by the legislated minimum wage, has increased whereas there 
has been a significant drop in employment in southern mills. 

It is our belief that any increase in the minimum wage at this time 
could pose a direct threat to the jobs of the more than 3.6 million 
employees presently earning less than $1.25 per hour. 

It is our belief that the subject of wages and hours properly be- 
longs in the field of bargaining between employees iol employers, 
whether collective or individual. National Government participation 
should be limited to the extent necessary to afford legal protection to 
the basic rights of employees and employers. 

Let me stress that the lumber industry is one of the most fiercely 
competitive of all major manufacturing industries. By and large, the 
average lumber manufacturer can exercise little control in passing 
along higher costs in the form of immediate price increases. This is 
not a mass production industry where a few key producers dominate 
the market, set the pattern, and can readily adjust both cost factors 
and price structures. Each lumber manufacturer is in competition 
with thousands of other manufacturers of lumber and scores of com- 
petitive building materials such as steel, concrete, aluminum, brick, 
clay structural materials, and plastics. His ability to reflect high 
wage costs in the price of lumber is not something within his control. 
_ We reject the contention that an industry or a particular company 
in an industry that cannot pay a higher legal minimum wage should 
as a matter of public policy be forced out of business. 

We urge that this subcommittee take a long, hard look at the justi- 
cation for the continued existence of wage and hour legislation at 
the national level. More particularly, we urge that a careful study 

be made of the administration of the three major Federal wage and 
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hour laws to ascertain the conflicts of administration and to insure 
that the existing conflicts be eliminated to the greatest extent possible, 

Finally, if a determination is made that the National Government 
will coninue to legislate in this area, no change should be made in 
the existing wage floor or the present exemption for small logging 
operations. We believe it to be more than clear from the Department 
of Labor’s own figures that there has not yet been an adequate adjust- 
ment in our economy to the 1956 minimum wage increase. 

Mr. Chairman, we wish to thank you and the members of your 
subcommittee for this opportunity to appear and present the views 
of the lumber manufacturing industry on this important subject. 

(Mr. Tichy’s full statement, including charts, follows :) 


STATEMENT OF GEORGE J. TicHy, IN BEHALF OF THE NATIONAL LUMBER 
MANUFACTURERS ASSOCIATION 


Mr. Chairman and members of the subcommittee, my name is George J. Tichy, 
I am a practicing attorney, specializing in labor relations. I serve as manager 
of the Timber Products Manufacturers Association, an industrial relations asso- 
ciation representing over 235 timber products producers in Montana, Idaho, 
eastern and central Wahington, and northeastern Oregon. I appear here today 
in behalf of the National Lumber Manufacturers Association, a federation of 17 
regional associations of lumber manufacturers located throughout the United 
States. We would like the record to be very clear that the lumber manufacturers 
of our country believe in good wages and ‘a low-profit-high-volume method of 
operation. Although we are seldom masters of—sometimes we feel like we're 
victims of—private enterprise operating in a free market economy, we believe 
strongly that it rewards those for whom it was designed—the American con- 
sumer. 

There are those who do not believe it is wise today to reexamine or to chal 
lenge the value of legislative programs that were enacted at a time when this 
Nation was in the grips of a terrible depression. Those who do are said to be 
impractical and not politically realistic. Be that as it may, we believe it is 
time for the leaders of this Nation, including the members of this subcommittee, 
to examine carefully all of the Federal wage-fixing statutes—the Fair Labor 
Standards Act, the Walsh-Healey Act and the Davis-Bacon Act—from the stand- 
point of their value to the consumers of our country. We do not pretend to have 
a solution for the many problem areas in our economy and frankly we are 
suspicious of anyone who claims to have such a solution. We are of the firm 
opinion that the fixing of wages and hours is not a proper function of the Na- 
tional Government. Our policy in this respect, first adopted at the time the Fair 
Labor Standards Act was enacted has been repeatedly reexamined and re 
endorsed as a sound expression of principles to which the American lumber 
industry adheres. We consider it unfortunate that the Congress in its considera- 
tion of legislation in this field sidesteps the question of ‘“‘whether” and seemingly 
only considers “how much”. 

It seems to us that the first consideration in analyzing our wage and 
hour laws should be to determine whether any necessity justifies their continued 
existence. Does this depression-born legislation which was admittedly intended 
as an inflationary measure to combat the existing deflationary era of chaos and 
widespread unemployment deserve renewal in the year 1960 when one of our 
major concerns is inflation? We believe it is incumbent upon the Congress to 
consider the negative impact of this legislation and the proposed changes it 
balance with any purported benefits that it promises. To assist this subcom- 
mittee in determining the impact of H.R. 4488 on the lumber manufacturing 
industry, a brief description of the characteristics of our industry will be 
helpful. 

The overwhelming majority of the estimated 50,000 sawmills in the United 
States are very small. Small and intermediate sawmills account for more 
than one-half of our annual lumber production. The lumber industry is the 
most flexible of the major American industries. Sawmills can expand 
curtail lumber output very rapidly, depending of course upon such economict 
factors as supply and demand, prices, manpower availability, and equipment. 
Price is the greatest single influence and can swing thousands of ma 
mills in and out of production rapidly. 
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The three largest lumber companies account for only 6 percent of the Nation’s 
total lumber production. 

It is a highly competitive industry—not only between different species of 
wood and different producing regions, but also between similar operations in the 
same area. A multitude of other construction and building materials intensifies 
this competition. 

Adaptation to these competitive sources has been coupled with the char- 
acteristics and qualities of its raw material—trees—in molding the lumber 
industry into its present form. The industry has had to adapt itself to the 
forest and woodlands which vary widely as to species, accessibility, density, 
size and quality of logs, and climate. The lumber industry faces a weather 
hazard far more difficult than most other industrial activities. Extreme dif- 
ferences in degrees of mechanization exist because of terrain and the size of the 
trees being harvested. 

The 1954 census of manufactures ranks the lumber and wood products basic 
groups, in comparison with all other major industrial groups, as 11th in the 
total number of employees, 13th both in total payroll and in value added to 
the raw material by the manufacturer, 12th in the year-end inventories and 
13th in the total amount invested in expenditures for plants and equipment. 
When the lumber and timber products group is considered along with the paper 
and pulp group, the forest industries rank close to the top in national importance. 
In terms of employment, the lumber and wood products basic group provided 
6.8 times more jobs than did tobacco manufacturers, 1.9 times the number of 
jobs in the furniture and fixtures industry, 3 times the number provided by the 
petroleum and coal products industries, 2.6 times that furnished by the rubber 
products group, 1.8 times the leather and leather products group and 1.3 times 
the number of jobs provided in the stone, clay, and glass products industry. 

Because of its characteristics, the lumber industry provides the backbone 
and sometimes the only source of cash income for thousands of rural areas and 
communities and furnishes seasonal employment to thousands primarily em- 
ployed in other activities. 

Although the lumber industry is by far the largest consumer of standing 
timber as a raw material, it and other timber-using industries own but a 
fraction of the total acreage of commercial forest land and woodlots in the 
United States. More than 60 percent of commercial forest land is held by 
farmers, wage earners, salaried and professional people, and by other types 
of businesses. 


Ownership of commercial forest lands, 1952 
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Source: Forest Service, U.S. Department of Agriculture. 


Seventy-five percent of private ownership of commercial forest land or 3.4 
million holdings are farm ownerships. Of the commercial forest land in the 
United States, 1 acre in every 3 is on a farm. These nonmanufacturing forest 
land and woodlot owners have a very real interest in the stability and success 
of the wood products industries. Significantly in many parts of the country, 
income from the sale of standing timber, logs, and pulpwood by farmers, exceed 
in importance income they receive from agricultural crops and other sources. 
It is apparent that the sale of standing timber plays a vital role in a sound 
4rm economy. Nearly one-fifth of all farm acreage is in forests. 

America’s mushrooming population, as well as that of the world, means the 
future will involve an insatiable quest for new sources of raw material. For- 
tunately our forest land represents our most versatile, valuable, and usable 
tatural resource. Forests are not static. Trees grow. However, there are 
factors working to make timbergrowing a high risk investment. Acres of 
forest land are lost annually because of pressures from roads, airfields, rights- 
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of-way, water reservoirs, and growth of towns and cities. This will necessitate 
intensifying efforts to grow more and better trees on available land resources, 

Proper forest management requires long-term planning, because of the slow 
growth of trees, the various species requiring from 30 to 150 years to reach 
merchantable size from seedlings. Over the time of growing, trees are subject 
to damage from fire, storms, ice, disease, and insect attacks. 

The most important element of good forest management is the reforestation 
of land from which timber is cut. The number of forest and shelter-belt trees 
planted annually throughout the country has doubled in the past 5 years, reach. 
ing the commendable record of 1,554,700,000 trees in fiscal 1958, according to 
the U.S. Forest Service’s 1958 annual report. These were planted on 1,568,70 
acres, the average planting being 991 trees per acre. Most of the planting— 
86.5 percent—was on privately owned land. The 1958 planting surpassed by 
34 percent the 1957 record of 1,170,998 acres. It more than doubled the 19% 
total of 715,548 acres; more than triples the 1950 planting of 497,507 acres; 
and is more than 10 times the 138,970 acres planted in 1930. 

One of the truly dynamic advances in forestry during the past 15 years has 
been the growth of the American tree farm system, a nationwide industry. 
sponsored program embracing nearly 17,000 certified tree farms in 47 States 
totaling 51,389,855 acres of privately owned, taxpaying forest lands and woodlots 
that are under good standards of forest management. 

An extension of the American tree farm program was the inauguration of 
the tree farm families. Under this program woodlot owners joined with a 
local lumber manufacturer or a paper and pulp company to form a forest farm 
family. By the employment of a “family” forester, mutually sound forestry 
practices are promoted. 

As in other industries, there are high-cost lumber manufacturers and low-cost 
lumber manufacturers. Some are favorably situated under even the most 
trying economic conditions; others are marginal and remain marginal under 
the best conditions. Yet each is making an important contribution to the 
national economy in terms of production, employment, and income—and sud 
enterprise exists largely in communities where other opportunity for employ- 
ment is lacking. 

Another characteristic of our industry is the vast difference that exists 
between Southern and Western regions. The subcommittee heard testimony 
from representatives in our industry from the South on March 29 of this year. 
As I told you, my base of operations is in the Western lumber industry. Ou 
average hourly wage on the west coast is well over $2 per hour—or approximately 
twice the average hourly wage paid in the South. Yet, our labor costs per 
thousand board feet of lumber are lower than those of our competitors in the 
South. There are many reasons for this. Chief among them is that our forest 
units are larger and denser in growth. Our average tree yields approximately 
10 times the amount of board feet of lumber as does the average tree harvested 
in the South. Thus, we are able to employ greater mechanization, support larger 
mills where specialization is possible and we are able to employ a higher skilled 
worker who gives us greater productivity. In contrast, the average forest lo 
from which trees are harvested in the South makes large scale mechanization 
impossible. The Southern sawmill industry is highly dependent upon manuil 
labor. 

It is apparent that the Western lumber industry has no selfish motive it 
resisting the legislated minimum wage increase to $1.25. To the contrary, the 
lumber industry in the West which produces more than one-half of the Nation's 
total lumber production is in a position to objectively evaluate the destructive 
influence of an increase in the Federal minimum wage upon our industry. 

The danger of legislating a uniform minimum wage for all industry in th 
United States is evident from the wide differences in the operations of varyils 
industries. The average sawmill is much smaller in terms of number @ 
employees in other manufacturing establishments. In 1954, among all matt 
facturing industries, the number of employees average 56 per establishment 
For sawmills, the average was only 16 employees. 

As evidence of the inability of the minimum wage legislation to repeal the 
basic economic laws that work in our country is the fact that wages paid pe 
man-hour during the decade of 1947-57 increased 68 percent for all manufat 
turing industries and 71 percent for sawmills and planing mills. Despite it 
terim increases in minimum wage rates, average wages per hour in sa 
and planing mills remained at a level 26-percent below the rate for all mant 
facturing industries as of 1957—nearly the same as the 27-percent differential 
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existing in 1947. Thus proving conclusively an increase in the minimum wage 
also increases long established wage relationships. 

The significant impact of wage legislation upon our industry is indicated 
by the fact that wages in sawmills and planing mills represented 56 percent 
of the value added by manufacture in 1957, whereas for all industries, wages 
constituted only 36 percent of value added. 

According to the 1954 census of manufacturers, fully 57 percent of all saw- 
mills and planing mills were individual proprietorships ; 22 percent were partner- 
ships and only 20 percent were in corporate ownership. This contrasts with 
§2-percent corporate ownership in all manufacturing industries. 

According to the Census Bureau estimate in 1957 only 1.5 percent of the total 
sawmills in operation were cutting 10 million board feet or more annually. That 
rate of production involves handling approximately 55 of our average west coast 
trees a day based on a 40-hour week. 98.5 percent were cutting less tahn 10 
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nillion board feet annually. 


TRENDS OF AVERAGE SALES AND PROFITS PER CORPORATION IN 
LUMBER AND WOOD PRODUCTS INDUSTRY (EXCEPT FURNITURE) 
AND AVERAGE LUMBER PRICES 
1939 = 1959 
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TRENDS OF NATIONAL LUMBER PRODUCTION AND 
EMPLOYMENT IN SAWMILLS AND PLANING MILLS 
1939 = 1959 
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TRENOS OF HOURLY EARNINGS IN SAWMILLS AND PLANING MILLS, STUMPAGE PRICES IN 
NATIONAL FORESTS, AND AVERAGE LUMBER PRICES 
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There are those who assert that a legislated wage increase can be paid for 
out of profits. Based upon the Internal Revenue Service, U.S. Treasury De- 
partment’s annual report for corporations, Statistics of Income, the chart on 
page 9(a) will indicate the falseness of that statement at least for our indus- 
try. It is well to remember that in reading this data, it represents the picture 
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for the roughly 20 percent of our industry that is organized in a corporate form , 


and therefore in general represents the picture of the larger companies. The 
average annual changes between 1950 and 1957 are: For lumber prices plus 0.6 
percent; for corporate sales minus 1.7 percent; for corporate profits minus 9.9 
percent. 

The above profit picture is further amplified by these facts. In 1948 this 
Nation produced 36,762 million board feet of lumber. Last year we produced 
36,934 million board feet or approximately the same amount. At the same time 
this level of production was being maintained, employment in sawmills, planing 
mills and logging camps dropped from a 1948 high of 526,200 to 382,600 in 1959. 
Graphically, over the past 20 years, the comparison between lumber production 
and employment is as follows. (Seep. 9(b)). 

As a further reflection of the profit picture in terms of price movement com- 
pared to the chief cost factors in our industry—labor and stumpage—the chart 
on page 9(c) indicates that between 1950 and 1959, hourly earnings in the South 
rose On an average each year of 3.7 percent while in the West the hourly earn- 
ings rose an average 3.4 percent each year. The yearly rise in southern pine 
stumpage price during this same period was 3 percent as compared to an average 
of 22.5 percent annual rise in Douglas-fir stumpage price. These significant an- 
nual increases compare to an annual average lumber price increase of only 1.1 
percent. 

The precise effect of the last minimum wage increase from 75 cents to $1 ef- 
fective March 1, 1956, is revealed in the report of the Secretary of Labor sub- 
mitted to the Congress in accordance with the requirements of section 4(d) of 
the Fair Labor Standards Act, submitted February 15, 1960, on page 8 of part 2. 
Prior to the imposition of the $1 minimum, there were 29,102 sawmills in the 
South. Today, there are only 25,099 southern sawmills. The report states, 
“much of the decline in employment in the 12 industry segments which occurred 
during the period can be attributed to the $1 minimum wage. However, there 
were other economic influences on a number of the industries in question which 
were in part responsible in changes in levels of employment. Some of these may 
be considered as reflecting, at least in part, long-term effects of successive in- 
creases in wages required by the Fair Labor Standards Act.” We could not 
state the case any more effectively. Now the question remains as to the impact 
of a further increase in the minimum wage at this time. 

When the Congress last raised the minimum wage from 75 cents to $1, 75 per- 
cent of the sawmill workers in the South earned under $1 per hour. As of 
June 1959, 83 percent of the southern sawmill workers earned under $1.25 which 
is the proposed new minimum wage. It follows that such a legislative increase 
at this time would have even harsher effects on the southern lumber manufac- 
turing industry. In terms of employment changes following the 1956 rise in 
the minimum to $1, it is well to note that the October through December 1955 
employment total was 141,775 in southern sawmills. This dropped 16 percent 
between that date and April 1957 when the level of employment reached 119,690 
workers. 

It is impossible to isolate the impact of the previous minimum wage increases 
upon employment in our industry. We do believe it is significant however that 
employment on the west coast where there has been a relatively smaller direct 
impact on wages by the legislated minimum wage has increased whereas there 
has been a significant drop in employment in southern mills where there has been 
a decided and direct impact by such rises. The Bureau of Labor Statistics 
estimates that there are now 2.42 million workers in the United States cov- 
ered by the Fair Labor Standards Act earning less than $1.15 per hour and 
3.6 million earning less than $1.25 per hour. These numbers represent 10.2 
percent and 15.2 percent respectively of the total number of workers covered by 
the Fair Labor Standards Act at this time. These figures must be contrasted 
with the 1955 total of affected workers by a comparable 15-cent and a 25-cent 
increase in the minimum wage. Only 5.4 percent of covered workers in 1955 
would have been affected by a 15-cent rise in the minimum to 90 cents per hour 
and only 8.7 percent were in fact affected by a 25-cent rise in the minimum to 
$1 per hour. 
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lt is our belief that any increase in the minimum wage at this time could 
pose a direct threat upon the jobs of the millions of employees presently earning 
between $1 and $1.25. 

It is our belief that minimum wage legislation can bring harm to the very ele- 
ments it purports to help. It seems strange indeed to us that they very groups 
that are pressing most strongly for a legislated wage increase are those who are 
presently proposing other legislative schemes to reduce the present level of 
unemployment in this country. 

It is our belief that the subjects of wages and hours properly belong in field of 
bargaining between employer and employee whether collective or individual. 
National Government participation should be limited to the extent necessary 
to afford legal protection to the basic rights of employers and employees. : 

Our competitive economy is always in delicate balance. The use of the mini- 
mum wage can affect that balance. If the employer cannot get a higher price 
from the consumer, he must cut his costs of production to survive. Where, as 
in a large segment of our industry, he cannot increase his productivity to offset 
wage increases, he must cease his production and lay off his employees. When 
we tamper with the minimum wage we cannot be certain at what point this 
delicate balance will be destroyed and catastrophe result. 

We have entire industries in areas that will be substantially affected by any 
adjustment in the minimum wage. The big question is whether such an ad- 
justment can be taken without destroying our economic balance. 

Because the national economy indicates the possibility of shouldering some 
fixed minimum wage does not mean that some individual businesses or areas can 
afford the same amount. The establishment of a minimum wage means that some 
businesses or areas must cease or curtail operations while others continue to 
thrive. Therefore, when the National Government exercises the power to enact 
minimum wage legislation, we have Government determination of which busi- 
nesses and areas shall succeed and which shall falter. 

At best, the minimum wage is a regional or State problem and Federal action 
unnecessarily centralizes the power and disregards area and locality problems. 

Small businesses have the same right to exist as large businesses and should 
be encouraged. It is amazing that small business exists under the redtape of 
Government regulation we have today, among which the wage and hour regula- 
tions are the most complex. It is the recordkeeping problems that makes the 
12-man logging exemption now in the wage and hour law so very important. 
This exemption has net been used to depress wages of noncovered employees. 
The March 1957 interim report, “Studies of the Economic Effects of the $1 
Minimum Wage,” U.S. Department of Labor, part 1, page 5, states: 

“The exemption applicable to logging operations utilizing 12 or fewer logging 
employees has not resulted in lower wages for exempt employees than for 
subject workers in integrated mills in the South.” 

The difficulty is not in merely keeping a record of wage payments and the 
number of hours employed, but rather in keeping the kind of records that would 
be acceptable to wage and hour investigators. 

The Fair Labor Standards Act is allegedly aimed at protecting the low-wage 
earner in receiving time and one-half for all work performed in excess of 40 
hours a week. This law requires an employer who pays $1 per hour to pay 
50 cents per hour additionally (or $1.05 per hour) for each overtime hour over’ 
40 hours in a workweek. Yet this same law requires an employer who pays his 
employees twice, three, or more times the minimum wage to also pay this over- 
time pay. As a result, you can find such absurd overtime rates as $7 or $8 
an hour. It is necessary that some action be taken to protect our economy from 
the unfair and prohibitive wage burden arising out of legislated wage rates con- 
siderably in excess of the minimum. 

It needs to be stressed that the Fair Labor Standards Act has not been tested 
under business conditions which would clearly demonstrate the unsound economic 
principles it embodies. During most of the 22 years since its enactment, we 
have been a war economy or one characterized by extraordinary defense spending, 
increasing productivity, and inflated values. These and other factors have com- 
bined to almost totally obscure the effect that the legislative wage floor has had 
upon employment, wages, prices, and purchasing power. It should be remembered 
that with the establishment of the Fair Labor Standards Act in October 1938 
unemployment rose from 8.1 million to 12 million by January 1939. Obviously, 
war preparedness took out of this recession. Then again in January 1950 
the 75-cent minimum became effective. In December 1949 the unemployment 
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as a percent of the civilian labor force was at 6.6 percent. Again, the Korean 
war was necessary to reverse this trend and bring the percentage down to 43 
percent in December of 1950. Approximately this same rate of unemployment, 
4.2 percent, existed in December of 1955 prior to the increase of the minimum 
to $1 per hour effective January 1956. Thereafter, unemployment began to slowly 
rise to reach its peak of 7.5 percent in August of 1958. Since that high point, we 
have been slowly putting our unemployed back to work so that in February of 1960 
the unemployment rate is down to 4.8 percent. It is because of this situation 
that the lumber industry views with considerable apprehension the current pro- 
posals to again raise the statutory wage floor. This appears to be deliberately 
flung in the face of the expected adverse consequences. The welfare of hundreds 
of communities and thousands of the workers are dependent upon the lumber 
industry’s ability to adjust freely and promptly to the normal operations of 
our competitive enterprise system. This it cannot do with Government injecting 
itself into so fundamental a matter as wage determinations. Interims of em- 
ployment, income, and community stability, the small-enterprise nature of the 
average sawmill is 'too important to the local community to have its business 
decisions made in Washington. 

Let me stress that the lumber industry is one of the most fiercely competitive 
of all major manufacturing industries. By and large, the average lumber manu- 
facturer can exercise little control in passing along higher costs in the form 
of immediate price increases. This is not a mass production industry where a 
few key producers dominate the market, set the pattern, and can readily adjust 
both cost factors and price structures. Each lumber manufacturer is in com- 
petition with thousands of other manufacturers of lumber and scores of com- 
petitive building materials such as steel, concrete, aluminum, brick, clay struc- 
tural materials, and plastics. His ability to reflect high wage costs in the price 
of lumber is not something within his control. We reject the contention that an 
industry or a particular company in an industry that cannot pay a higher legal 
minimum wage should, as a matter of public policy, be forced out of business, 

We urge that this subcommittee take a long, hard look at the justification for 
the continued existence of wage-and-hour legislation at the national level. More 
particularly, we urge that a careful study be made of the administration of the 
three major Federal wage and hour laws to ascertain the conflicts of administra- 
tion and to insure that the existing conflicts be eliminated 'to the greatest extent 
possible. 

Finally, if a determination is made that the National Government will continue 
to legislate in this area, no change should be made in the existing wage floor or 
the present exemption for small logging operations. We believe it to be more than 
clear from the Department of Labor’s own figures that there has not yet been 
an adequate adjustment in our economy to the 1956 minimum wage increase. 

Mr. Chairman, we wish to thank vou and the members of your subcommittee 
for this opportunity to appear and present the views of the lumber manufactur- 
ing industry on this important subject. 


Mr. Roosevett. Thank you very much, Mr. Tichy. 

You do not quite agree then with the previous witness that the aver- 
age wage is actually above the dollar minimum today ? 

Mr. Tictrry. Mr. Bromley, I believe, was speaking for the pulpwood 
industry. I am speaking for the lumber manufacturing industry as 
distinguished from pulpwood. Pulpwood goes eventually into pulp 
and paper. 

The industry that we are talking about and that I am here to renre- 
sent to you today is the lumber industry which has as its end product 
finished lumber for building material primarily. 

Mr. Roosevett. However, do you employ a different type of labor- 
er? Why would his laboring force be getting more than yours? He 
showed pictures of the same types of areas that you would operate in; 
would you not ? 

Mr. Ticrry. No; because they use smaller timber. The type of 
timber they use is not conducive to lumber manufacture. In other 
words, we have to have a larger tree to make a board than you use in 
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pulpwood. In the pulpwood industry they dispose of the smaller- 
diameter trees, and I believe different species. 

Frankly, I am not really qualified to speak on pulpwod. I do know 
something of the lumber industry, however. 

He did show in his slides, if you please, some pictures of our western 
lumber logging industry. He was istinitiishing between western log- 
ging however, and his industry. He was saying, if I heard him cor- 
retly, that these pictures do not apply to his type of product. 

Mr. Roosevett. Your contention is that in the western part of the 
industry, where the tree is of different size and therefore gives you 
greater efficiencies, you can afford to pay the higher wages that are 
paid on the west coast as against that produced in the South ? 

Mr. Ticuy. Yes, Mr. Chairman. 

You see, one of the things which I have tried to highlight here is 
that our trees on the west coast will produce 10 times the volume of a 
tree in the South. The witness that follows me is from the southern 
pine lumber industry and I had an excellent visit with him yesterday, 
and I was surprised to learn of the small volume. I thought they 
even had a little more volume than they do, but I believe he said the 
volume will run about 70 board feet a tree whereas on the west coast 
we can get some trees which will have several thousand board feet in 
the tree. As you move further inland from the west coast it will 
reduce. In the specific area where I am we would anticipate some- 
where in the vicinity of at least from 333 board feet to the tree to as 
much as 750 board feet. So there is a completely different raw material 
there although it is basically a tree. 

Mr. Roosrvetr. Mr. Tichy, your complete statement will be placed 
inthe record, if that is agreeable to you. 

Mr. Ticny. I thank you, sir. 

Mr. Roosrvetr. Mr. Dent ? 

_Mr. Dent. I noticed on page 5 that you state “Much of the decline 
inemployment in the 12 industry segments which occurred during 
the period can be attributed to the $1 minimum wage.” 

You quote that from the Secretary of Labor, I believe. 

Mr. Ticuy. That is correct, sir. 

Mr. Den'r. Then you go on to say that prior to the passage of this 
ict in 1956, 75 percent of the sawmill workers earned less than $1 
mhour, and that, as of June 1959, about 83 percent earned under $1.25 
in hour, which is the new proposed wage, of course. 

It might. be interesting to note for the record that again last week 
we set another alltime high. It looks like our cost-of-living index 
will not. stay put for more than 7 days without creating a new high. 

Are you of the opinion, in the face of this, that these workers could 
lave remained at the wage that was being paid prior to 1956 and still 
maintain any kind of economic standard, in the face of the increased 
vost of living ? ; 

Mr. Ticuy. Mr. Dent, first of all, I believe you may have misunder- 
tood what I said. 

Prior to the raise in the minimum wage 75 percent of the sawmill 
workers in the South had under $1 an hour. That is prior to this 
lst raise. Eighty-three percent are now under $1.25. 

I think we are talking, Congressman Dent, of two different things. 
One is a standard of living versus a minimum wage. To me the 
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minimum wage is a false bottom. Itis unsound. We are lifting our. 
selves by our bootstraps, and in doing so we are punishing a 

of people, perhaps an industry, perhaps an area, that shouldn’t be 
punished. 

The standard of living or cost of living varies from area to area and 
throughout our United States. We naturally would like to se 
everyone have a fine standard of living. But isn’t it better that the 
have what they have now than nothing, which might be the result 
of an increase in the minimum wage in some of the southern pine 
lumber industry ? 

Mr. Dent. You sort of insinuate here that the drop from 29,000 to 
25,000 sawmill operations was due entirely to the minimum wag 
established in 1956. Is there not such a thing as a workout ofa 
lumber camp, and it takes a little time for a tree to grow ? 

I remember one time when my area was a great logging and 
lumbering operation, but after they cut the trees down it takes a 
little while for them to grow back in and many mills have shut down 
up home, and some of them are reopening again now because the 
trees have grown back into sizes that they can operate with. 

Mr. Ticuy. I would like to defer your question to the next witness, 
for this reason: I was only shown this morning a sizable list of firms 
that were put out of business by the increase in the minimum wage in 
the South. I understand that they have this list with them. 

I don’t mind saying, sir, I was somewhat shocked at the length of 
that list. 

Mr. Dent. And he will then testify to the fact that they were 
put out of business directly and exclusively by the act passed by 
the Congress of the United States in 1956 raising the minimum wage 
in this country from 75 cents to a dollar? 

Mr. Ticny. If I understood him correctly, because I do not want 
to misquote him of to mislead you, sir, a significant percentage of 
those who had closed in the last period of roughly 4 years would 
solemnly swear under oath that they went out of business because 
of the increase in the minimum wage. There are others who say that 
it was a contributing factor. 

One thing that is characteristic of the lumber industry is the nun- 
ber of individuals. Most of our plants are small and most of them are 
independently owned. We don’t have too much corporate ownership. 
I believe my longer statement shows that. 

All businessmen, no matter who they are, are going to hang on as 
— as they can to make that business pay, because it is their livell- 
h 


I can think of some operations in my own district where they should 
have gore out of business several years ago, but they keep hoping for 
that increase in the market or something that is going to bail them 
out, and then, finally, they do fold up. 

Mr. Rooseveur. Will you yield? 

Mr. Dent. Yes. 

Mr. Roosgvett. Is it not true, however, that while these firms went 
out of business the actual production increased ¢ 

Mr. Ticuy. Our production in the lumber industry, I believe, has 
remained fairly constant for about 10 years. It is right around 38 or 
36 billion feet a year nationally. However, it has increased on the 
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west coast. We are using smaller trees out there and going into other 
species that had remained dormant. It has contracted or reduced in 
size in the southern pine industry, 

Mr. Roosrvettr. That does not quite answer my question, because at 
least you will admit that the production has stayed the same. It cer- 
tainly has not gone down. 

Mr. Ticuy. Nationally, yes, sir. 

Mr. Roosgvetr. And you now say that additional production is 
going out to the west coast where the highest wages are paid as 
against what are being paid in the other area. To me this would be 
somewhat indicative of something. If it is more economic, if it is 
better business for the people to shift their production out to the 
higher wage area, and if they can make money at it, there seems to 
be something wrong with the kind of industry which is going on 
down here, and somebody has to try to explain this to me. 

Mr. Ticuy. No, I don’t think there is anything wrong with the in- 
dustry, sir. 

It goes back to the very characteristic of our industry. We have 
denser growth and larger trees on the west coast. We can concentrate. 
We can put in more mechanization. Asa matter of fact, that is what 
is going on constantly in our industry on the west coast. 

These southern pine poe who will testify next, I think, can ex- 
plain to you the fact that their lots are so spread out and they are 
so dependent on the farm lot operator that they don’t have that 
density of growth with which to mechanize. 

Mr. Dent. Is it not true in almost any production of a national 
resource that you have these conditions, whether there are large trees 
as against smaller trees, or a higher vein of coal against a lower vein 
of pd a large producing oil well against a inal barrel producing 
oil well? 

Any natural resource is never found in equal quantities to make a 
production facility equal in its production possibilities either in one 
spot or another, and the only difference that we have found in the 
coalfields, where they have low coal as against high coal, is that those 
of us who happen to have the high coal make more profit. 

But insofar as trying to adjust a man’s living expenses because he 
digs in low coal as against a fellow digging in high coal, you just would 
never have any kind of an economic base to work from. 

I am not particularly fond of national laws on wages or hours or 
anything of that sort, but it was forced on the Government by the 
fact that we were paying as low as 18 cents and 17 cents and 16 cents 
an hour. 

You say that there is a difference in living conditions and living costs 
in one area as against another. But there is not much difference if a 
particular worker wants to buy a washing machine or wants to buy a 
radio or wants to buy an automobile or wants to buy anything else, 
because these items are made in the higher-cost areas and you will pay 
as much for a Pontiac in Georgia as you will in New York City prac- 
tically, and maybe a little more, on account of transportation down 

outh. 

So these conditions all have to be considered by Congress. 

I just do not believe that you can blame the elimination of these 
mills on the minimum wage law because you will note that we are 
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dropping anywhere from 45,000 to 50,000 enterprises every year in 
this country in all lines, and competition has something to do with it. 
That is the very essence of our enterprise, and if one has a better setup 
for getting his timber out than another one, maybe he has more natural 
conditions, better contours to drift them, better contours on his hill- 
sides, better operations for floating his logs, if he is in that kind of an 
area, better roads or better rain, just like operating in a mine with a 
soft bottom and you keep sinking your coal cars down into it and you 
have to go to the expense of building corduroy. Would we say that 
that type of operation ought not to be paying a man a decent wage 
because he has an expensive setup ¢ 

These things have to be considered by Congress, too. We cannot 
just take the position that we cannot raise the standards if we have to 
do it by law. That is a question that was settled long before I came 
to Congress, but it has been set. 

So, now, on the question of stopping it at this point because of condi- 
tions which I would like to know more about, I just cannot believe 
that 4,000 mills went out of business on account of the minimum wage 
law. 

If your production today, with the 4,000 mills out of existence, is still 
as great as it was, and the demand is not there for any more produc- 
tion, what would the 4,000 mills be doing today if they were producing? 

Mr. Roosrvetr. Do you want to answer ? 

Mr. Ticuy. That isa rather long question. 

But I would like to make a coupe of observations, if I may, sir. 

I know nothing about the coal-mining business, but I do feel that 
there is a significant factor in this density of forests and in the location 
of forests and in the volume of tree that you grow, which, I think, is 
not comparable to coal. 

Mr. Roosrvetr. Why not? 

Mr. Ticuy. AsI say, I don’t know enough about coal. 

Mr. Rooseve.t. You can take it from me, sir, that it is just as 
comparable because some of the areas that we have to take coal from 
are pretty darn far from a railroad and pretty far from any facility 
to get the coal out. They have poor mining conditions, a lot of falls, 
and it takes twice as much timber and sometimes three times as much 
timbering to get out a ton of coal. Others have to pump 100 gallons 
of water to take out a ton as against another man that does not have 
to pump anything. These things are all similar in the production of 
natural resources. 

You do not have to answer this. I just wanted to make that observa- 
tion. If you have an answer for me, I will be glad to stay after the 
hearing. 

Mr. Ticuy. Congressman Dent is speaking in terms of a standard 
of living. I have talked on that one previously, and I am afraid he 
might have misunderstood, and I don’t like to leave with a misunder- 
standing. There are 4,000 less sawmills in the South. I am not saying 
that all of them are a result of the increase in the minimum wage. 
However, the next witness will clarify that question, and I didn’t 
want to leave with a misunderstanding. 

Mr. Roosrvetr. Mr. Ayres? 

Mr. Ayres. Am I right in assuming that, due to the different type 

-of operations you have in your section of the country, you can pay $2 
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upward an hour to the individual employee compared to perhaps $1 
in the South, but still your cost in your area per board foot is less than 
it would be in the South at half the rate ? 

Mr. Ticuy. That is correct, sir. For one thing, we have some fig- 
ures—and check me, Mr. Bahr. 

I believe it takes something like 28 man-hours to produce a single 
thousand board feet of lumber from the stump where the tree is cut to 
the time that it is put in the railroad car. We do it on the west coast, 
varying from a low of 10 man-hours to a high perhaps of 18, or at least 
10 man-hours less than the South. That is attributable, first of all, to 
the density of the growth, the volume in the tree. 

We can take several slices, if you please, off the tree and make var- 
ious grades of lumber, and of course lumber is sold by the grade. In 
other words, you get a finer quality lumber and you get more money 
for it than a lower grade. 

We can mechanize more. We can put expensive logging equipment 
in the woods in order to harvest this for us. I understand from my 
southern friends that you can’t do that down there. 

And then we can put up larger sawmills. I would say that our saw- 
mills, on the whole, are much larger than theirs. We don’t, to any 
substantial extent, use these portable mills that are used out in the 
woods whereas, as I understand, they use portable mills to a large 
extent in the South. 

Am I answering your question, sir ? 

Mr. Ayers. Yes. 

Then am I safe in assuming, if Congress were to carry this to the 
extreme that we would establish minimum wages in comparison to the 
cost to produce lumber on a board foot basis ? 

Mr. Ticuy. My point, sir, is you shouldn’t establish any minimum 
wage; that you should repeal the law. I feel that it just unsound to 
have these laws which fix an artificial floor under wages. 

Mr. Ayers. I think you made your position very clear, but just to 
say that a certain industry can afford a certain minimum wage does 
not necessarily apply in your case because the success of the producer 
depends on his being able to compete, and if his cost to produce a 
board foot of lumber is twice as much as yours, then that is a reason 
these 4,000 mills went out of business. 

Mr. Ticuy. Perhaps I don’t understand. 

Mr. Ayers. Did these 4,000 mills that you speak of in your opinion 
go out of business because they were not competitive ? 

Mr. Tictry. Yes. 

Mr. Ayers. And they were not competitive because they could not 
produce a board foot of lumber as cheaply as someone else could ? 

Mr. Ticuy. That is right. 

Mr. Ayers. If we say to them, “You are to pay the same minimum 
wage as someone who can produce the board foot of lumber for less,” 
we will probably have more mills go out of business then ? 

Mr. Ticuy. That is the reaction I would have, yes. 

First of all, I feel that the minimum wage is wrong, and I don’t 
want to belabor that point. 

The second point is that at least it is a local problem, dependent 
upon the circumstances of each given region or locality or State, if you 
please, of our United States. 
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Mr. Ayers. Would you say that it took a higher caliber of personnel 
with more technical training to operate in your area of the country 
than it does in the smaller operations in the South ? 

Mr. Ticuy. I am satisfied of that because, for example, in our area 
we designate the low or the base-rate man, common labor. In many of 
our installations of, say, 200 or 220 employees, there will only be 3 to 
a half dozen at that minimum rate because everyone else has a par- 
ticular skill. Hoe is operating a particular machine or chain or has 
something more than what we would call basic or unskilled work, 
whereas I am told that in the southern pine area the opposite is true, 
The predominant group is the unskilled labor because they have to 
use so much manual labor. They haven’t the mechanical substitu- 
tion which we have. 

Mr. Dent (presiding). Thank you very kindly. I am sure that I 
speak for the whole committee in expressing appreciation for your 
coming here and giving us your views in this matter. If there is any- 
thing further that you want to add for the record, I am sure that the 
committee will accept it. 

Mr. Ticuy. Thank you. 

Mr. Dent. Now we would like to have Mr. Adrian Downing, repre- 
senting the Southern Pine Industry Committee. 


STATEMENT OF ADRIAN P. DOWNING; ACCOMPANIED BY STANLEY 
P. DEAS, EXECUTIVE SECRETARY, SOUTHERN PINE INDUSTRY 
COMMITTEE 


Mr. Downrne. Mr. Chairman, I would like to introduce Mr. Stan- 
ley P. Deas, the executive secretary of the Southern Pine Industry 
Committee. 

Mr. Dent. The record will note his appearance. 

Mr. Downtne. Mr. Chairman, for the record, I have placed a com- 
rehensive statement before you and the members of your committee, 
ut in the interest of time, I have summarized it for oral presentation 

which I think can be held to 12 or 13 minutes. 

Mr. Dent. That will be very good. You may submit the whole 
presentation for the record. 

Mr. Downine. Thank you, sir. 

My name is Adrian P. Downing. I am executive vice president of 
T. R. Miller Mill Co., Brewton, Ala. I appear for the Southern Pine 
Industry Committee and for the southern hardwood manufacturing 
industry. The southern lumber industry spreads over 12 States from 
Virginia to Texas. 

Once again, our industry is here to protest proposals to raise the 
legal minimum wage and to broaden the coverage of the Federal wa 
and hour law. We also oppose any change in the exemption of the 
12-man independent logging contractor. 

We protest for two reasons: First, our industry has always opposed 
the principle of Government wage fixing; and 

Secondly, because the economic effects of further increases in the 
legal minimum wage will be harmful to our industry. 

As to principle, we do not hesitate to declare that every step—no 
matter how small—away from the basic free-enterprise precepts upon 
which the American system was founded is just one more step in the 
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direction which this country’s adversaries would like to see us go. 
As in the old proverb, it’s the steady drip of the water that wears 
away the stone; so the little by little encroachment of Government 
control is what ultimately destroys the very foundation upon which 
this great Nation was built. 

We do not believe that the great majority of Members of this Con- 
gress would Pern 25 or knowingly endorse state socialism. But 
when, bit by bit, legislation is put on our statute books that empowers 
the Government to fix minimum wages and maximum hours and com- 
pel time and a half be paid for overtime, all without regard to pro- 
ductivity, the day will come when we finally realize that we have 

aduated to state socialism. 

Any law that forces the payment of a wage without regard to the 
wage earner’s productivity is economically unsound—and those who 
justify it on the grounds that it is necessary to provide a living income 
are subscribing either knowingly or unknowingly to the communistic 
principle: “To each according to his needs and from each according 
to his ability.” 

We understand there have been more than 60 bills introduced in 
the current Congress to amend the wage and hour law. Perhaps this 
should be no surprise in an election year. A majority of these bills 
would increase the legal minimum wage to $1.25. Others propose an 
increase to $1.35, and some even to $1.50. 

How were the proposed amounts of increase arrived at? Were 
they based upon sound research, or merely pulled out of the political 
air? Was the motivating force back of the bills seeking to increase 
the minimum merely a device on the part of the sponsors to enlarge 
consumer buying power? If so, why stop at $1.25 or $1.50? Why 
not $5 an hour so that buying power can be increased 400 percent, not 
just 50 percent? Or why not even higher? 

Here, then, is a fundamental weakness of a minimum wage law: no 
economic society has ever maximized production by resorting to Gov- 
ernment price or wage fixing. 

An example from which we all must take warning, Mr. Chairman, 
is to be found in the growing disadvantage many American industries 
face in competing with foreign-made goods, not just in world mar- 
kets, but in our own domestic market. An increasing volume of 
foreign-made goods is selling right here at prices substantially below 
the prices of domestic goods. 

In our American economy, wages are paid for services rendered, 
and not in accordance with needs or family responsibilities of the 
workers employed. Essentially it has been inherent in our type of 
economy (as distinguished, say, from the totalitarian type of econ- 
omy) to pay wages generally in relation to relative contribution of 
labor, its bargaining power, and its value in the labor market. So, 
persons of great skill acquired by long training and experience may, 
and do earn, far more than the amount necessary to meet their family 
needs or cost to live in health and comfort. On the other hand, many 
workers (some with large families to support) have little skill and 
low earning power. 

We certainly favor the highest standard of living for all Ameri- 
cans. But we raise the question: Is a higher legal minimum wage 
the way to achieve it? 
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It must not be ignored that a higher minimum wage forces 
wages in ae upward because customary differentials must be 
maintained. 

Rather than fix a wage by law and cause many workers to lose 
their jobs, the Government could much better explore ways of helping 
men to develop greater skills and greater earning capacity as a 
neater means of improving their incomes through more productive 
efforts. 

We believe that Congress should take more effective steps to stop 
the vicious inflation spiral begun at least two decades ago. As infla- 
tion forces the cost of living higher, people urge a higher level mini- 
mum wage and larger social security benefits, and these in turn, when 
legislated, push costs higher, and then prices go up further. 

Furthermore, it must not be overlooked that an increase in the legal 
minimum wage seeks to benefit a group of people whose incomes are 
marginal, but when the inflation cycle has run its course, that group is 
not only no better off, but may be worse off. At the same time, we 
have damaged other important groups who are on fixed incomes— 
such as widows, the disabled, the aged, the retired and the pensioned. 

So, Mr. Chairman, we are convinced that the legal minimum wage 
proposition is wrong in principle, regardless of the minimum. In 
fact, the law should be repealed. 

Lest we be accused of seeing ghosts, let us point out that the effects 
already generated confirm our stand. 

The Secretary of Labor in a letter to Congress on January 11, 1959, 
stated in part: 

* * * the surveys present evidences of disemployment apparently related to 
the increase in the $1 minimum, despite the fact that the economy was rising 
at that time and there were increases in the general level of prices which facil- 
itated adjustment to the $1 minimum. 

Is it not better for less efficient workers, or for those unwilling to 
move from the rural areas where they live, to be allowed to earn as 
much as they can toward their living costs rather than for them to be 
put out of work and earn nothing ? 

We now move to the second major reason for our protest. against 
expanding the provisions of the Federal wage and hour law—namely, 
that it will be harmful to the southern lumber industry, our workers, 
and to the consumers using our products, as it has been to date. 

Our research staff estimates that if the legal minimum wage should 
be raised to $1.25 the total increase in labor costs to the southern pine 
industry alone will be approximately $50 million, or $6.25 per thousand 
on a production of 71% billion board feet. 

Businesses, as a rule, do not suddenly succumb to the impact of 
detrimental forces. It is an old economic principle that a business 
will keep going as long as it can cover its variable costs and meet 
some of its‘fixed costs, although on the whole it will be losing money, 
but losing less than if it shut down immediately. The time will 
come, however, when the owner will have to replace his capital which 
he will not do, preferring rather to shut down than to continue to lose 
money. 

etl circumstances could change which might keep him 
operating: (1) world war III; or (2) another Korea: or (3) another 
round of price inflation; none of which circumstances anyone in this 
room would want to see. 
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The Department’s Bureau of Labor Statistics, according to Norman 
J. Samuels in his article in the Monthly Labor Review for March 
1958, found that— 

The wage structure of the industry was markedly affected by the $1 mini- 
mum wage. Average hourly earnings of nonsupervisory workers in southern 
sawmills increased 18 percent between the last quarter of 1955 and April 1956 
(reflecting the immediate effects of the new minimum wage) and almost another 
2 percent by April 1957. Virtually the whole of the early increase was 
attributable to the $1 minimum, and a substantial number of later adjustments 
were reportedly granted to increase wage differentials which had been 
drastically reduced. 


The Bureau also found, according to Mr. Samuels that— 


a significant proportion of the 15-percent decline in employment between 1955 
and 1957 payroll periods occurred as a result of the 8-percent decline in the 
number of mills within the scope of the survey. 

One glaring weakness in the field studies made by the Depart- 
ment of Labor is that most of them have been confined to a sampling 
of firms having eight or more workers. We know that even worse 
hardship has been inflicted upon firms of our industry having less 
than eight. 

Our research staff has checked and cross-checked every possible way 
to measure the effect of the $1 minimum and is in substanital agree- 
ment with the Government’s findings from its survey of our industry. 
For the record we would like to submit some additional evidence. We 
have found that the average man-hours needed to manufacture 1,000 
board feet of southern pine from log to lumber is about 28 hours, down 
from about 38 hours 10 years ago. This is due to a combination of 
two factors: (1) elimination of less efficient workers, and (2) use of 
more laborsaving machinery. 

It is obvious that the southern lumber industry has not been able 
either to absorb or to pass on to the consumer the added cost effects of 
the legal minimum wage. We cannot absorb them because the nature 
of our industry is such that the industry must remain essentially 
small scale. 

We are not able to shift the increased labor costs to the consumer in 
higher prices because of competition from imported lumber, from 
lumber produced in the Northwest, and from substitute products. 

Mr. Chairman, our industry is faced with critical problems. We 
have never denied that ours is a low-wage industry, comparatively 
speaking, just as any industry is which uses such a large proportion of 
unskilled workers, but we have always denied the charge of exploita- 
tion some misinformed individuals at times have carelessly hurled. 
If at public expense, all the disemployed workers in our industry 
(disemployed because of the $1 minimum) had been transported to 
the west coast and had sought employment there, few could have found 
jobs in the lumber industry because of lack of skill. 

It has always occurred to us as grossly inconsistent that the Con- 
gress shows so much interest in the welfare of the small businessmen 
in this country, then hurts them with a destructive legal minimum 
wage. 

We have been caught in a squeeze which in the course of time very 
probably will destroy all but a few of the operators who are subject to 
the Federal wage and hour law. We are paying more for stumpage; 
are being forced to pay higher wages than worker productivity often 
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justifies; and competition prevents us from getting prices sufficient to 
relieve us. 

If our pleas are not sufficiently impressive to convince you, then at 
least. we would urge Congress to make its own thorough study of the 
effects a higher minimum will have upon the entire economy before 
passing such legislation. We made this same recommendation in 
1955 but Congress ignored it, increased the legal minimum wage by 
3314 sambente TES cents to $1), and thereby inflicted irreparable damage 
to our industry and others. Now, it is proposed to add another in- 
crease. 

Someone should be here speaking for the consumer. He is the 
often-forgotten man at hearings of this kind. The proposed increase 
or increases in the legal minimum wage will inevitably push up the 
entire wage structure, stimulating more inflation and raising the cost 
of living. There may be some way through which industry may 
absorb the forced increases in labor costs without price increases and 
without reduction of employment, but no one has yet found that way. 
To believe that they can be absorbed out of profits in our industry is 
an absurdity. And it is equally absurd to think that man-hour out- 
put will be stepped up sufficiently to do so without eliminating thou- 
sands and thousands of the least productive workers and without the 
introduction of more labor-saving machinery. 

Every time the minimum has been raised sponsors have argued 
strongly for a higher wage on the grounds that the cost of living has 
gone up. Now the increase proposed, if it goes into effect, will con- 
tribute to still higher prices and raise further the cost of living, so 
the advocates of Federal wage control will be back here again before 
long asking for still more—and again on the grounds that the cost of 
living has gone up. 

Mr. Chairman, our industry cannot take much more. 

We appreciate the time provided by your committee to our industry 
to awa its views. 

hank you very much. 
(Statement and list follow :) 





STATEMENT OF ADRIAN P, DOWNING FOR SOUTHERN PINE INDUSTRY COMMITTEE 
AND THE SOUTHERN Harpwoop INDUSTRY 


Mr. Chairman, my name is Adrian Downing. I am executive vice president 
of the T. R. Miller Mill Co., Brewton, Ala. I appear here to speak for the 
Southern Pine Industry Committee and for the southern hardwood manufactur- 
ing industry. Our committee is supported voluntarily by southern pine and 
southern hardwood producers, and represents the southern lumber industry 
on legislative matters which involve our businesses. The southern lumber in- 
dustry spreads over a vast area which includes the States of Virginia, North 
Carolina, South Carolina, Georgia, Florida, Tennessee, Alabama, Mississippi, 
Arkansas, Louisiana, Oklahoma, and Texas. 

Once again, our industry committee appears to protest proposals to raise 
the legal minimum wage and to broaden the coverage of the Federal wage and 
hour law. We also express opposition to any change in the exempt status of 
the 12-man independent logging contractor. 

We protest for two reasons: First, our industry has always opposed as 4 
principle the use of Government fiat to fix prices of any product or service, 
except in those industries clearly clothed with such a public interest that they 
are monopolies by nature and cannot be left to the rule of free and open 
competition. 
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WAGES ARE PRICES OF LABOR 


Secondly, we protest because the economic effects of further increases in the 
legal minimum wage will be harmful to our industry, to our workers, and to 
the public, just as they have been in the past. 

As to principle, we do not hesitate to declare that every step (no matter 
how small) away from the basic free enterprise precepts upon which the Ameri- 
can system was founded is just one more step in the direction which this 
country’s adversaries would like to see us go. As in the old proverb, it’s the 
steady drip of the water that wears away the stone; so the little-by-little 
encroachment of Government control is what ultimately destroys the very 
foundation upon which this great Nation was built. Oppressive governments 
must take delight in seeing this happen, and maybe it was in a moment of 
such delight that a high Russian official is reported to have said to an American, 
“It won’t make much difference; your grandchildren will be Communists 
anyway.” 

Mr. Chairman, we do not believe that the great majority of the people of the 
United States would willingly or knowingly substitute state socialism for our 
way of life. There has never been in all history an example of where socialism 
has brought the people a high standard of living . The greatest welfare and 
the highest living standard the world has ever known have been achieved right 
here in our own country. 

We do not believe that the great majority of Members of this Congress would 
willingly or knowingly endorse state socialism. But when, bit by bit, legislation 
is put on our statute books that empowers the Government to fix minimum 
wages and maximum hours and compel time and a half be paid for overtime, 
all without regard to productivity, the day will come when we finally realize 
that we have graduated to state socialism. Future historians may well ponder 
why this generation spent so many billions of dollars supposedly to protect 
our way of life, and at the same time adopted by degrees the fundamental 
principles of an opposing ideology. There is no department of the Government, 
except Congress, charged with the responsibility of securing us against the 
inroad of collectivist ideology into the thought processes of our body politic. 
The people must rely upon their duly elected representatives in Congress to do 
this by thorough searching of the deep-seated effects of every piece of proposed 
legislation which would move us one iota toward the fallacious system that 
threatens to destroy the world. 

Any law that forces the payment of a wage without regard to the wage 
earner’s productivity is economically unsound—and those who justify it on the 
grounds that it is necessary to provide a living income are subscribing either 
knowingly or unknowingly to the communistic principle: “to each according to 
his needs and from each according to his ability.” 

When we were here in 1955 and lost our plea, no one seriously believed that 
a minimum of $1 would be the end. And if another increase is legislated, that 
will not be the end either. There is no end to the process when the determina- 
tion of wages is a matter of Government fiat. There is great potential mischief 
in the legal minimum wage proposition because the political motivation behind 
it ignores any reasonable, objective guide by which the rate of the wage can be 
fairly determined. You are at sea without a rudder or a compass and there is 
no amount of folly or injustice you may not commit. Therein lies one great 
fallacy of the legal minimum wage. 

We understand there have been more than 60 bills introduced in the current 
Congress to amend the wage and hour law. Perhaps this should be no surprise 
in an election year. A majority of these bills would increase the legal mini- 
9 wage to $1.25. Others propose an increase to $1.35, and some even to 


How were the proposed amounts of increase arrived at? Were they based 
upon sound research, or merely pulled out of the political air? Was the 
motivating force back of the bills seeking to increase the minimum merely a 
device on the part of the sponsors to enlarge consumer buying power? If so, 
why stop at $1.25 or $1.50? Why not $5 an hour so that buying power can be 
increased 400 percent, not just 50 percent? Or why not even higher? 

When any society through government fiat forces a minimum wage upon its 
economy, it in substance promotes unemployment and the pauperizing of many 
of its citizens. As long as the Government does not go so far as to compel 
an employer to hire anyone, the employer will refuse to keep on his payroll 
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those workers who do not earn the minimum by their productive efforts. This 
is exactly how he operates in a free labor market. And there is nothing so 
miraculous. in the legislative process that it can increase the capacity of a 
worker or workers merely by raising the legal minimum wage. 

When wages are raised by law without regard to productivity, increased labor 
costs must either be absorbed in greater efficiency ; be refiected in lower profits 
to the employer; or be passed to the consumer in higher prices—or offset by 
some combination of these. Unless the industry produces a product which 
classifies as a necessity and for which there are no substitutes, increased prices 
will reduce demand for the product, resulting in fewer jobs in the industry. 

If the new wage rate induces employers to use more laborsaving machinery, 
the number of jobs in the industry will be reduced. 

If higher labor costs must be absorbed out of the enterpriser’s share, then 
marginal producers will go out of business, thus eliminating jobs and causing 
unemployment. Marginal firms thus destroyed are very likely to be small 
operators who already have difficulty competing with large integrated firms. 

Here, then, is a fundamental weakness of a minimum wage law: It reduces 
the volume of labor that can be sold in the labor market, unless the economy 
continues to be stimulated to boom levels by measures which lead to more and 
more inflation. The fact remains for all to examine that no economic society 
Shas ever maximized production by resorting to Government price or wage 
fixing. 

Mr. Chairman, the members of this subcommittee have only to look at the 
results of Government suport of farm product prices to realize what happens 
when the Government sets a minim price which exceeds what would be com- 
petitively determined. Surpluses are the result, the most extreme example 
being wheat; but in the South we are more conscious of what has happened to 
eotton. Within the memory of some people in this room, the United States 
grew far over half of the world’s cotton and annually exported 8 to 9 million 
bales. Now we produce around 28 percent of the world’s cotton and over the 
past decade have exported on the average only about 4.6 million bales annually, 
with much of that reflecting Government aid. Yet the consumption of cotton 
in the world has reached an alltime high of over 30 million bales. By Gov- 
ernment fiat we have induced other countries to produce more cotton than ever 
before. Our neighbor to the south is a good example. Mexico only a few 
years ago produced about 250,000 bales annually. Now her production has 
reached 2 million bales. 

Surplus farm products are bought by our Government at taxpayers’ expense. 
Surplus labor caused by an excessive price for labor presumably will be sup- 
ported by Government through various unemployment benefit programs, also 
at public expense, through taxes or by inflation which raises the price of every- 
thing we buy. 

Another example from which we all must take warning, Mr. Chairman, is 
to be found in the growing disadvantage many American industries face in com- 
peting with foreign-made goods, not just in world markets, but in our own 
domestic market. It is a notorious fact that strong unions in our basic in- 
dustries have forced labor costs so high that American products are being priced 
out of the markets of the world, and an increasing volume of foreign-made goods 
is selling right here at prices substantially below the prices of domestic goods. 
So obviously is the labor cost differential that many American companies have 
built factories abroad so that they can compete on more nearly equal terms. 

Proponents of the minimum wage increase may inquire: “What has this to 
do with the issue at hand?” Mr. Chairman, experience teaches us that in- 
creases in the legal minimum affect wages in the higher brackets because higher 
paid employees expect wage differentials to be maintained, thus total labor costs 
increase by more than the increase in the minimum multiplied by the number 
of workers in that particular wage bracket. The wage structure of the entire 
economy is affected upward ultimately. 

Some people who strongly urge Congress to increase the legal minimum 
wage base their case largely upon the cost-of-living argument and say that 
industry should be forced to pay a living wage. In other words, they contend 
that minimum wages should be determined by the cost of living. They do not, 
however, contend that maximum wages should be restricted by the cost of 
living, nor do they contend that customary wage differentials should be elim- 
inated. 
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In our American economy, wages are paid for services rendered, and not 
in accordance with needs or family responsibilities of the workers employed. 
Essentially it has been inherent in our type of economy (as distinguished, say, 
from the totalitarian type of economy) to pay wages generally in relation to 
relative contribution of labor, its bargaining power, and its value in the labor 
market. So, persons of great skill acquired by long training and experience 
may, and do earn, far more than the amount necessary to meet their family 
needs or cost to live in health and comfort. On the other hand, many workers 
(some with large families to support) have little skill and low earning power. 

We do not appear here against the welfare of workers whose earnings are not 
sufficient to maintain an adequate level of family living. Our sympathies are 
as much with them as are the sympathies of any member of this subcommittee 
or any Member of Congress. We want them to have a decent living the same 
as anyone else. But we raise the question: Is a higher legal minimum wage 
the way to do it? 

Estimates of what it takes for families of various sizes to live in health and 
comfort or at a minimum decency level have been derived from different studies 
made by many agencies. Usually these estimates are for families in big cities, 
and not for small-town and rural families. But, we see no reason to hold that 
people in cities should live any better than people elsewhere. 

One of the most reliable of these studies was made in October 1950 by the U.S. 
Bureau of Labor Statistics. Prices were collected on what the compilers 
called a budget for “a modest but adequate standard of living” for a family of 
four—an employed father, a housewife not gainfully employed, a boy of 13, and 
a girl of 9. 

At that time the Bureau found the cost to range from $3,453 a year in New 
Orleans, the lowest, to $3,933 in Milwaukee, Wis., the highest. Budget costs as 
figured for nine southern cities were : 


OS i es ES eta ety Leos Ree SL gt $3, 833 | New Orleans____..._.-________ $3, 453 
PO a ee Ser ee 3, 716 
SE EE 8 eR Te aerate Oa Oe crn re nace 3, 890 
OS EE a Renee On eee Ek. RR EEL Sali da 3, 557 
RES eee a Pde 3, 507 


The simple average budget cost for the nine southern cities was $3,693. 

Now, that was as of October 1950. Since then, there has been an increase 
of 20 percent in the cost of living. So, we might assume that today the average 
budget cost for southern cities would be $4,430. If Congress should set a legal 
minimum wage sufficient to buy such a standard as represented by the average 
figure in the range, the minimum rate (assuming 2,000 hours of work a year), it 
would have to be at least $2.20 per hour. Actually it would have to be even 
higher because we have not allowed for further increases in prices (hence, 
higher cost of living), that would result from a legal minimum of $2.20. 

It must not be ignored that a higher minimum forces wages in general upward 
because customary differentials must be maintained in the Nation’s wage struc- 
ture. Therefore, if Congress should raise the hourly minimum to $2.20 or what- 
ever figure necessary to provide “a modest but adequate standard of living,” it 
would not be unreasonable to suppose that the wage of the most skilled workers 
would have to go to $6 and higher in order to preserve existing differentials. 

We present the above line of reasoning in an effort to convince you of the 
weakness of the cost-of-living argument for higher minimum wages. A statutory 
minimum wage cannot solve the problem of inadequate income for workers in 
the lowest-wage categories and for those among the unskilled who have large 
families to support. 

Rather than fix a wage by law and cause many workers to lose their jobs, 
the Government could much better explore ways of helping men to develop greater 
skills and greater earning capacity as a sounder means of improving their 
incomes through more productive efforts. 

We cite these facts only to suggest that there might be more effective ways to 
help low-income families than by an increase in the legal minimum wage which 
we believe eventually does not cure the basic cause of low incomes but actually 
may make it worse. 

We believe that Congress should take more effective steps to stop the vicious 
inflation spiral begun at least two decades ago. As inflation forces the cost of 
living higher, people urge a higher legal minimum wage and larger social 
security benefits, and these in turn, when legislated, push costs higher, and 
then prices go up further. 
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We sincerely believe that the social benefits from fixing minimum wages by 
law have been illusory. Increases in costs which percolate throughout the entire 
price structure reduce the purchasing power of higher money wages and that is 
the reason why in the long run there has not been the gain in well-being which 
appears on the surface. 

Furthermore, it must not be overlooked that an increase in the legal minimum 
wage seeks to benefit a group of people whose incomes are marginal, but when 
the inflation cycle has run its course, that group is not only no better off, but 
may be worse off. At the same time, we have damaged other important groups 
who are on fixed incomes—such as widows, the disabled, the aged, the retired, 
and the pensioned. 

So, Mr. Chairman, we are convinced that the legal minimum wage proposition 
is wrong in principle, regardless of the minimum. The southern lumber industry 
has always taken this stand, and we believe the day will come when the fallacies 
of the legal minimum wage will become obvious in the serious practical problems 
they create. 

Lest we be accused of seeing ghosts, let us point out that the effects already 
generated confirm our stand. As you know, section 4(d) of the Federal wage and 
hour law requires the Secretary of Labor to submit annually in January a report 
to Congress which includes “an evaluation and appraisal * * * of the minimum 
wages established by the Act.” The Secretary is required to “take into consid- 
eration any changes which may have occurred in the cost of livng and in pro- 
ductivity and the level of wages in manufacturing, the ability of employers to 
absorb wage increases, and such other factors as he may deem pertinent.” 

It is highly significant that the extensive industry studies made to carry out 
this mandate revealed findings which led the Secretary of Labor to report in his 
letter of transmittal, January 31, 1959, as follows: 

“The wage increases resulting from the $1 minimum were not only these direct 
or required increases, but also increases:to workers already receiving more than 
the minimum * * *, 

“The surveys also disclosed that the $1 minimum stimulated employers to re- 
duce costs through productivity improvement as well as raising production 
quotas, especially in piece-rate industries, dismissal of least efficient workers, 
and elimination of premium overtime. There were also indications of some 
shifting to different price lines, substitution of cheaper materials, and in- 
creased prices. The latter was not always possible, but sales and employment 
were maintained in many situations because higher prices offset rising wage 
costs under generally favorable demand conditions. 

“Nonetheless, the surveys present evidence of disemployment apparently 
related to the increase in the $1 minimum, despite the fact that the economy 
was rising at that time and there were increases in the general level of prices 
which facilitated adjustment to the $1 minimum. Employment tended to de 
cline in the low-wage industries, and in most cases more markedly in those 
segments of the low-wage industries where wage rates had been increased 
most. According to monthly data published by the Bureau of Labor Statistics, 
16 out of 22 low-wage industries showed a noticeable drop in employment. * * * 
These employment developments were, of course, influenced by many factors 
in the whole economic situation. They are much more marked, however, than 
prs be expected in the exceptionally favorable economic circumstances of the 

me.” 

These are the results of findings of the Department of Labor. They are not our 
findings, but they confirm in part our position when we say that the legal mini- 
mum wage proposition is unsound. No words could be clearer than those of the 
Secretary that the $1 minimum caused unemployment. If the men and women 
displaced had had their choice between unemployment and keeping their old 
jobs at the old rates, there is no question about their decisions. Is it not better 
for less efficient workers, or for those unwilling to move from the rural areas 
where they live, to be allowed to earn as much as they can toward their living 
costs rather than for them to be put out of work and earn nothing? 

So the problems are already evident in the undesirable consequences which 
have emerged todate. Yet there are today Congressmen and Senators who would 
vote to compound these evils by further raising the legal minimum wage and 
expanding the act’s coverage. 

II 


We now move to the second major reason for our protest against expanding 
the provisions of the Federal Wage and Hour Law—namely, that it will be 
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harmful to the southern lumber industry, our workers, and to the consumers 
using our products, as it has been to date. 

Our research staff estimates that if the legal minimum wage should be raised 
to $1.25 the total increase in labor costs to the southern pine industry will be 
approximately $50 million, or $6.25 per thousand on a production of 74% billion 
board feet. 

How will our industry, its workers, and the public be affected ? 

In the first place, let us point out that our industry cannot possibly absorb such 
an increase in labor costs. What will happen is exactly what happened when 
Congress raised the legal minimum by 33144 from 75 cents to $1 an hour. We 
appeared here in 1955 testifying that the southern lumber industry had made a 
careful study of how our industry would be affected. We presented statistical 
information which indicated conclusively that (1) many mills would go out of 
business, especially small operators; (2) some of the financially stronger mills 
would use more labor-saving machinery; (3) mills which remained in business 
would discharge marginal workers; (4) total production of southern pine would 
be reduced; and (5) prices to the consumer would rise. 

Were these forecasts just fiction? Our industry was carefully surveyed under 
section 4(d) by the U.S. Department of Labor in 1957. Our industry was one 
of the 16 low-wage industries in which the Department found “a noticeable drop 
inemployment.” Now, mind you, the Department’s survey was in April 1957, and 
the effective date of the $1 minimum was March 1, 1956. Is it not reasonable to 
suppose that the full effects of the 25-cent increase had not then, and perhaps 
have not yet, expressed themselves? Businesses, as a rule, do not suddenly 
succumb to the impact of detrimental forces. Mills which had existing contracts 
for timber or had sunk overhead costs in moving and setting up, or had rela- 
tively sizable amounts of fixed capital invested in equipment may continue to 
operate until contracts have been fulfilled ; some of the overhead has been recov- 
ered; and the equipment has been used to the break-even point. It is an old 
economic principle that a business will keep going as long as it can cover its 
variable costs and meet some of its fixed costs, although on the whole it will be 
losing money, but losing less than if it shut down immediately. The time will 
come, however, when the owner will have to replace his capital which he will 
not do, preferring rather to shut down than to continue to lose money. 

Of course, circumstances could change which might keep him operating: 
(1) World War III; or (2) another Korea; or (3) another round of price infla- 
tion; none of which circumstances anyone in this room would eare to see. 

Mr. Chairman, we presume that every member of this subcommittee has read 
carefully the Department of Labor’s ‘Report Submitted to the Congress in 
Accordance With the Requirements of Section 4(d) of the Fair Labor Standards 
Act,” dated 1959, and more especially the supporting documents entitled “Studies 
of the Economic Effects of the $1 Minimum Wage.” ‘Therefore, it will not be 
necessary to go at length into those materials. However, we would like to 
focus your attention upon the following statement in the documents: 

“Employment in southern sawmills has been declining at an irregular rate for 
several years. In 194€, employment totaled 200,000 in mills with 8 or more 
employees. In the fall of 1949, immediately before the 75-cent minimum rate 
became effective, employment in these mills was 180,000. With the heightened 
economic activity brought on by the Korean conflict, employment began to 
increase in 1950 and by 1953 was 182,000 for mills with 8 or more workers. 
However, by the fall of 1955, employment had dropped to 150,000 and by April 
1957, to 127,000.” 

Was the sharp decline in employment a result of the $1 minimum? The De- 
partment says that the extent to which the employment decline was due to the 
legal minimum wage or to other long-range economic factors, or to a combination 
of both is not known, but the Department does say that an “analysis of the de- 
crease in employment of nensupervisory workers within the impact groups shows 
a direct relationship between degree of impact and the extent to which employ- 
ment dropped * * *. In the high-impact group the drop amounted to 16 percent 
compared with 6 percent and 4 percent for the middle- and low-impact groups.” 

(By impact groups the Department meant its three-ply classification of mills 
in the matched sample aceording to percentage the plants had to increase aver- 
age hourly earnings because of the $1 minimum. Those obliged to increase by 
22 percent or more were classified as “high impact.’’ Those from 13 to 22 per- 
cent were called ‘middle impact,” and all under 13 percent were designated as 
“low impact.” ) 
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The Department’s Bureau of Labor Statistics, according to Norman J. Samuels 
in his article in the Monthly Labor Review for March 1958, found that: 

“The wage structure of the industry was markedly affected by the $1 mini- 
mum wage. Average hourly earnings of nonsupervisory workers in southern 
sawmills increased 18 percent between the last quarter of 1955 and April 1956 
(reflecting the immediate effects of the new minimum wage) and almost another 
2 percent by April 1957 * * *. Virtually the whole of the early increase was 
attributable to the $1 minimum, and a substantial number of later adjustments 
were reportedly granted to increase wage differentials which had been drasti- 
cally reduced.” 

The Bureau also found. according to Mr. Samuels, that “a significant propor- 
tion of the 15-percent decline in employment between the 1955 and 1957 payroll 
periods occurred as a result of the 8-percent decline in the number of mills 
within the scope of the survey.” 

We believe the Department’s analysis revealing a high correlation between 
impact of the $1 minimum and amount of disemployment is very significant in 
itself, and confirms the findings of the industry’s research staff. But we believe 
to be much more significant the fact that the Department reported that 363 
mills had gone out of business between December 1955, and April 1957. These 
were mills employing eight or more workers. 

One glaring weakness in the field studies made by the Department of Labor 
is that most of them have been confined to a sampling of firms having eight or 
more workers. We know that even worse hardship has been inflicted upon 
firms of our industry having less than eight. 

Using census estimates of 24,000 mills operating in the South in 1955, and 
applying the following BLS statement “Approximately 4 percent of the sawmills 
which were in operation in the fall of 1955 were not operating in April 1956, and 
19 percent of the mills operating in April 1956 were not operating in April 1957,” 
it can be projected that 5,338 mills closed down between 1955 and 1957. Based 
on similar circumstances it can be assumed that as many more mills will be 
forced to shut down if the minimum wage is further increased. 

A recent survey among the employment security commissions in the 12 south- 
ern lumber producing States showed that in 1959 employment decreased by 12 
percent, or 36,210 workers since 1955, the year before the increase in the mini- 
mum wage to $1. The decline was even more severe between 1955 and 1958, 
which, percentagewise, was 17 percent. The employment figures here quoted 
are for the lumber and wood products industry, except furniture. It is logical 
to assume that the disemployment of thousands of additional workers will occur 
under another 25 percent increase in,the legal minimum wage. 

Let’s look further at the findings of the Department of Labor. We regard the 
following statements to be very pertinent : 

“About three-fifths of the employers interviewed stated that their expenditures 
for machinery and equipment were greater after the new minimum than 
just before it became effective. * * * 

“Half of the mills furnishing information reported that their employees had 
worked some overtime during the first 3 months of 1956. Approximately half 
of this group reduced or eliminated the overtime immediately after the new 
minimum went into effect, virtually all of them attributing the reductions to the 
higher minimum wage. * * * 

“The $1 minimum was also a factor in changes in production standards in 
some mills, requiring greater production per man-hour.” 

Our research staff has checked and cross-checked every posible way to meas 
ure the effect of the $1 minimum and is in substantial agreement with the Gov- 
ernment’s findings from its survey of our industry. For the record we would 
like to submit some additional evidence. We have found that the average man- 
hours needed to manufacture or convert 1,000 board feet of southern pine from 
log to lumber is about 28 hours, down from about 38 hours 10 years ago. This 
is due to a combination of two factors: (1) Elimination of less efficient workers; 
and, (2) use of more labor-saving machinery. 

We would also call your attention to the fact that the wholesale prices of our 
products in 1958 had risen only about 13 percent above the 1947-49 base period, 
while the cost to produce the products increased 29 percent. All wholesale 
lumber prices have advanced 18 percent, or 5 index points more than southern 
pine wholesale prices. Wholesale prices of all commodities, other than farm 
products and foods, have increased 26 percent, with metal and metal products up 
50 percent. 
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It is obvious that the southern lumber industry has not been able either to 
absorb or to pass on to the consumer the total cost effects of the legal minimum 
wage. We cannot absorb them because the nature of our industry is such that 
the industry must remain essentially small scale. As already stated, ours is 
an industry of small businessmen. Therefore, the possibilities of realizing any 
economies of large-scale operation are definitely limited. Even the extent of 
mechanization is greatly restricted. 

We are not able to shift the increased labor costs to the consumer in higher 
prices because the demand for our products is elastic. Competition from im- 
ported lumber, from lumber produced in the Northwest, and from substitute 
products such as glass, asbestos, sheetrock, concrete blocks, aluminum, plastics, 
and plywood causes demand to turn from our products when our prices rise. 

You occasionally hear the question raised: Why is the average wage paid by 
the Northwest lumber industry so much higher than the average paid by the 
southern lumber industry ? 

The answer is to be found in differing circumstances that surround the two in- 
dustries: (1) In the Northwest, timber stands are denser and trees are much 
larger than in the South, where timber is usually seeond- or third-growth and 
occurs in relatively small, scattered tracts; (2) this accounts for the fact that 
operations are more large scale in the Northwest and are considerably more 
mechanized; (3) and this, in turn, means that the Northwest industry must 
employ a much greater percentage of skilled production workers whose wage 
rates are higher than the rates of unskilled production workers. Only about 12 
percent of all production workers in the Northwest lumber industry are un- 
skilled, compared with over 70 percent in the southern. 

The U.S. Forest Service has found that the labor requirements to produce 
1,000 board-feet decrease markedly as the size of the log increases. For ex- 
ample, the study shows that labor requirements are 32 percent less when sawing 
24-inch logs than when 12-inch logs are being sawed, and 42 percent less in 
logging operations when 24-inch logs are worked instead of 12-inch logs. And 
unit costs are less when the timber stand is denser. According to a report 
of the U.S. Bureau of Labor Statistics, an acre of Douglas fir timber vields 
from 35,000 to 60,000 board-feet. The yield per acre in our region averages 
about 5,000 feet. The yield of board-feet per log averages about 10 times as 
much in the Northwest as in the South. 

So it should be no surprise, then, to find that it requires three times as many 
man-hours to produce a thousand board feet of southern pine as it does a thou- 
sand board feet of lumber in the Northwest. 

Nor should it be a surprise, either, that we cannot arbitrarily raise prices to 
suit ourselves. To think that our industry can find a way to pass on such in- 
creases in costs as would result from another advance in the legal minimum 
wage is inconceivable to us—unless, of course, Congress decided to put a floor 
under our prices and either force the consumer to buy from us or require the 
Government to buy the surplus of our products—all of which would be. eco- 
nomic nonsense, 

Mr. Chairman, our industry is faced with critical problems. We have never 
denied that ours is a low-wage industry comparatively speaking, just as any 
industry is which uses such a large proportion of unskilled workers, but we have 
always denied the charge of exploitation some misinformed individuals at times 
have carelessly hurled. If at public expense, all the disemployed workers in 
our industry (disemployed because of the $1 minimum) had been transported 
to the west coast and had sought employment there, few could have found jobs 
in the lumber industry because of lack of skill. There are not as many un- 
skilled jobs in the entire Pacific Northwest lumber industry as there are men 
who were disemployed in the South by the $1 minimum. And many more will 
lose their jobs if Congress raises the minimum again. 

Our research staff estimates that over 5,000 marginal firms will be forced to 
go out of busines, and more than 30,000 workers will become disemployed if 
Congress raises the legal minimum to $1.25. Approximately four out of five of 
the marginal firms which will be destroyed are small operators, most of whom 
use less than eight employees. Some 75 percent of the workers who will be dis- 
employed are unskilled—many of whom live on and operate small nearby farms. 
Unless they migrate to cities or other areas they simply lose the cash income 
from the mills. It is difficult, Mr. Chairman, to see how these people will be 
benefited by a $1.25 minimum which will provide them with no income at all. 
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It has always occurred to us as grossly inconsistent that the Congress shows 
so much interest in the welfare of the small businessman in this country, then 
hurts him with a destructive legal minimum wage. 

We have been caught in a squeeze which, in the course of time, very probably 
will destroy all but a few of the operators who are subject to the Federal wage 
and hour law. Weare paying more for stumpage; are being forced to pay higher 
wages than worker productivity often justifies, and competition prevents us from 
getting prices sufficient to relieve us. 

It has been stated before you that an industry that cannot pay the legal mini- 
mum is not entitled to exist. That is as absurd as saying that the small store 
is not entitled to exist if its prices and wages are not on a par with large inte 
grated stores. 

Mr. Chairman, it is doubtful whether the economic impact of the $1 minimum 
fell as heavily upon any industry as it did upon the southern lumber industry, 
Any legislation which damages an industry and its workers that much in so 
short a time ought to be repealed, not expanded. It is true that this is the first 
time that such conclusive results have been found by any of the appraisals under 
section 4(d), but you must remember that the impacts of World War II, then 
Korea, and a tremendous postwar housing boom, all accomplished by the worst 
inflation in our history, distorted the effects of earlier increases in the legal 
minimum wage. 

We believe that Congress sincerely desires to obtain by means of this subcom- 
mittee’s hearings as much accurate and pertinent information as possible bearing 
upon the question of what effects another increase in the legal minimum will 
have the Nation’s economy. We can see no other justification for this hearing, 
and we have come here to explain our position in the light of the bad experience 
our industry has had under the wage and hour law. Other industries have ap- 
peared, or will appear, here for the same purpose. 

If our pleas are not sufficiently impressive to convince you, then at least we 
would urge Congress to make its own thorough study of the effects a higher 
minimum will have upon the entire economy before passing such legislation. 
We made this same recommendation in 1955, but Congress ignored it, increased 
the legal minimum wage by 3344 percent (75 cents to $1), and thereby inflicted 
irreparable damage to our industry and others, Now it is proposed to add another 
increase. 

Mr. Chairman, all of us are concerned about where this great Nation is headed. 
The strongest country in the world has not been able to keep inflation under con- 
trol and maintain a sound dollar. Our leaders profess to be alarmed over the 
dangers of more inflation. Yet if Congress raises the legal minimum wage, what 
will that do to prices? Can the increase in the total wage bill be absorbed in 
some manner without raising prices to consumers? Congress ought to find the 
answer to these questions before increasing the legal minimum. 

Someone should be here speaking for the consumer. He is the often-forgotten 
man at hearings of this kind. The proposed increase or increases in the legal 
minimum wage will inevitably push up the entire wage structure stimulating 
more inflation and raising the cost of living. There may be some way through 
which industry may absorb the forced increases in labor costs without price in- 
ereases and without reduction of employment, but no one has yet found that 
way. To believe that they can be absorbed out of profits in our industry is an 
absurdity. And it is equally absurd to think that man-hour output will be 
stepped up sufficiently to do so without eliminating thousands and thousands of 
the less productive workers and without the introduction of more laborsaving 
machinery. 

Every time the minimum has been raised sponsors have argued strongly for a 
higher wage on the grounds that the cost of living has gone up. Now the in- 
crease proposed, if it goes into effect, will contribute to still higher prices and 
raise further the cost of living, so the advocates of Federal wage control will be 
back here again before long asking for still more—and again on the grounds 
that the cost of living has gone up. 

Mr. Chairman, our industry cannot take much more. 

We appreciate the time provided by your committee to our industry to present 
its views. 

Thank you very much. 
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List oF SAWMILLS REPORTED TO THE SOUTHERN PINE INDUSTRY COMMITTEE TO 
Have DISCONTINUED OPERATIONS DURING THE YEARS 1956 THROUGH MarCcH 
15, 1960 
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Alabama Co., The, Camp Hill. 

Anthony Lumber Co., Inc., Red Level. 
Arthur Lumber Co., Fayette. 

Atkins, B. H., Lumber Co., Millport. 
Atkins, Lewis, Millport. 

Bailey Bros., Wadley. 

Barrier, Luther, Waterloo. 

Barron Lumber Co., Jackson’s Gap. 
Bennett, C. M., Heflin. 

Boyd, W. W., Dancy. 

Brakefield, W. L., Lumber Co., Inc., Jasper. 
Brand, BE. L., Wetumpka. 

Brown Planing Mili, Montevallo, 

Brown Sawmill, Montevallo. 

Brown Wood Works, Montevallo. 

Camp Hill Lumber Co., Camp Hill. 
Campbell, Jim, Knoxville. 

Carpenter, Homer, Lewiston. 

Chancey, E. B., Lumber Co., Union Springs. 
Choctaw Lumber Company, Inc., Jachin. 
Clayton, W. R., Talladega. 

Cleveland Lumber Co., Jasper. 

Coalson & Pinion Lumber Co., Phil Campbell. 
Coley Bros., Piedmont. 

Collier, C. W., Grady. 

Cotney, A. D., Sons Lumber Co., Wadley. 
Crow & Warren, Alexander City. 
Dadeville Lumber Co., Inc., Dadeville. 
Darrah, B. J., Kennedy. 

Dickert, C. L., Lumber Co., Brundidge. 
Dickinson, William H., Lincoln. 

Dixon, William F., Lumber Co., Eufaula. 
Dorroh, R. B., Lumber Co., Kennedy. 
Duke, A. B., Millport. 

Dunn, Barna, Berry. 

Ecers, Floyd, Dadeville. 

Evers & Lightsley, R.F.D. No. 2, Dadeville. 
Fackler, W. B., Wadley. 

Fleming Lumber Co., Salem. 

Gamble Lumber Co., Sheffield. 

tibson Lumber Co., Rutledge. 

Gibson, W. B., & Son, Glenwood. 

Graves, J. H., Lumber Co., Inc. Waverly. 
Guntersville Lumber Co., Inc., Guntersville. 
Guyton, John, Millport. 

Halawanee Lumber Co., Opelika. 

Hall, Jess, Dadeville. 

Hamilton, James, Clinton. 

Haney, G. R., Winfield. 

Harrell, Charlie, Route 1, Glencoe. 
Harris, Lester, Dunavant. 

Hawkins, C. G., Jr., Goodwater. 
Henson, Fred, Dunavant. 

Hill Lumber Co., Fort Deposit. 

Hock Lumber Co., Wetumpka. 
Hook, A. J., & Co., Eutaw. 

Huey, E. E., Camp Hill. 
Hunt, W. R., Camp Hill. 

Irvin, J. C., Lumber Co., Sweetwater. 
Johnson, Ed, R.F.D. Camp Hill. 
Johnson, Ed, R.F.D. Notasugla. 
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Alabama—Continued 


Jones Lumber Co., Fayette. 

Jordan, J. T. & Son, Centre. 

Kelly, Paul, Route 1, Glencoe. 
Knight, J. W., Haleyville. 

Latham, James A., Delta. 

Lee, J. M., Nauvoo. 

Lindsey Bros., Bessemer. 

Loper Lumber, Inc., York. 

Lyda Lumber Co., Gadsden. 

Mann, J. A., Lumber Co., Double Springs. 
Maxey, C. R., Cullman. 

McAlteer, Chester M., Cromwell. 
McDill, Ralph, Route 1, Glencoe. 
McEntyre, J. H., Gadsden. 

Mitchell, Rubin D., Fyffe. 

Mount, C. M., Brantley. 

Murray, B. F., Fort Deposit. 
National Trim Co., Dothan. 

Nelson, Lee A., Alexander City. 
Nelson, Lee A., Goodwater. 

Owen, Tom, Butler. 

Padgett, Lee, Union Springs. 
Parker, Oscar, Route 1, Glencoe. 
Phillips, R. G., Jr., Dadeville. 
Phillips, T. M., Dora. 

Pope and Free Lumber Co., Steele. 
Pote, Hugh, Lumber Co., Carrollton. 
Pounds, W. L., Boaz. 

Purvis Lamber Co., Lockhart. 
Qualls, B. L., Belleville. 

Ragland Lumber Co., Ragland. 
Rainey Lumber Co., Greenville. 
Read, Marshall N., Wellington. 
Register, H. C., Lumber Co., Luverne. 
Richman, H., Millport. 

Robinson, A. G., Talladega. 

Rogers, H. L., Goodwater. 

Rollins, John U., Hamilton. 

Rose, R. F., Fort Payne. 

Searcy Bros. Lumber Co., Russellville. 
Silas Lumber Co., Silas. 

Spear, T. W., Lapine. 

Speed, K. L., Lumber Co., Luverne. 
Stabler Mill, Forest Home. 
Stallworth Lumber Co., Pine Apple. 
Sterrett Mercantile Co., Sterrett. 
Stimrad Lumber Co., Inc., Mobile. 
Stuckey, W. N., Lumber Co., Blacksher. 
Stuckey, W. N., Lumber Co., Pollard. 
Sulligent Planing Mill, Sulligent. 


Arkansas: 


Arkansas Products Co., Piercetown. 
Dunean Lumber Co., Little Rock. 
Gilmore-James Lumber Co., El Dorado. 
Glenwood Lumber Co., Glenwood. 

Horne Lumber Co., Star City. 

Kuhn & Peterson, Humphrey. 

King, Leland, Lumber Co., Clarksville. 
Lewis, Toney, Lumber Co., Clinton. 

Logan, O. B., & Sons Lumber Co., Tumbling Shoals. 
Mobley Lumber Co., Batesville. 

Moudy Lumber Co., Mount Ida. 

Page, J. O., & Son Lumber Co., Little Rock. 
Penden Lumber Co., Clarksville. 

Pierce, H. R., Milling Co., Clarksville. 
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Arkansas—Continued 
Saxon Lumber Co., Camden. 
Search Brothers Lumber Co., Russellville. 
Short-Grayson Lumber Co., Post Office Box 400, Emerson. 
Southerland Lumber Co., Searcy. 
Standard Lumber Co., Pine Bluff. 
Stanley Stair Lumber Co., Heber Springs. 
Stroud Brothers, Inc., Mena. 
Sturgis Lumber Co., Fordyce. 
Utley, Robert, Heber Springs. 
Whitten Bros. Lumber Co., Bodcaw. 
Whitten Bros. Lumber Co., Magnolia. 
Wood Lumber Co., Fordyce. 
Florida : 
Alison Lumber Co., Brooksville. 
Bevan Lumber Co., Live Oak. 
Blume, R. J., Lumber Co., Madison. 
Bryce, A. E., Lumber Co., Post Office Box 2142, Jacksonville. 
Duke Lumber Co., Alachua. 
Hall, R. L., Lumber Co., Marianna. 
Henderson Land & Lumber Co., Fort White. 
Hill Lumber Co., DeFuniak Springs. 
Jack, John R., Lumber Co., Punta Gorda. 
Jones, C. J., Lumber Co., Inc., Jerome. 
Lewis Bros. Lumber Co., Macclenny. 
Lewis Bros. Lumber Co., Raiford. 
McCoy Manufacturing Co., Inc., Gainesville. 
Owsley Lumber Co., Post Office Box 1668, Pensacola. 
Paterson-McInnis Lumber Co., Gulf Hammock. 
Pine Lumber Corp., Lake City. 
Robinson, I. J., Lumber Co., Dunnellon. 
Santa Fe Lumber Co., Archer. 
Sims, J. L., Jr., Pinetta. 
Stimrad Lumber Co., Inc., Tilton. 
United Lumber Co., Jacksonville. 
Wade, N. G., Investment Co., Jacksonville. 
Watters Building Supplies, Apopka. 
Willis Lumber Co., Lake City. 
Georgia : 
Abernathy, J. A., Rickmart. 
Alexander & Bland Lumber Co., Lumpkin. 
Alexander, C. V., Lyons. 
Alexander, J. F., Lumber Co., Talbotton. 
Arnau Lumber Co., Vidalia. 
Ash, Ernest W., Clermont. 
Barron, Fred, Lumber Co., Unadilla, 
Barron, L. C., Lumber Co., Unadilla. 
Bankston, Edward A., Zebulon. 
Bankston, J. H., Zebulon. 
Battle, W. C., Lumber Co., Box 216, Milledgeville. 
Berrien Lumber Co., Nashville. 
Bland Lumber Co., Columbus. 
Braddy, Eugene, Lumber Co., Manchester. 
Bramlett, J. C., Woodville. 
Bray, J. N., Co., The, Valdosta. 
Brock, Jesse, Dalton. 
Brooks Lumber Co., Ellaville. 
Brooks-Jessup Lumber Co., Eastman. 
Brown, Lloyd G., Villa Rica. 
Bryson Planing Mill, Newnan. ; 
Burke, Hubert C., Clarksville. y 
Burt & Dunaway, Washington. 
Callier, H. C., Talbotton. 
Carson, A. C., & Son, Commerce. 
Carter, M. V., Georgetown. : 
Church, W. A., Clarksville. 
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Georgia—Continued 


Columbus Lumber & Supply Co., Columbus. 
Conwart, E. C., Reidsville. 
Cooper, H. E., Loganville. 

Corry, C. C. & R. C., Union Point. 
Covington Lumber Co., Covington. 
Cromer, J. R., Royston. 

Davis, George, Devereaux. 

Dawkins, Floyd H., Lincolntown. 

Dixon, William F., Lumber Co., Douglas. 
Dobson, H. H., Lumber Co., Rosedale. 
Drake, J. T., Newnan. 

Edgeworth, M. F., Whitesburg. 

Ellis & Stafford, Oglethorpe. 

Enterprise Manufacturing Co., Waycross. 
Etowah Heading Co., Rome. 

Freedman, Earl, Cox. 

Gallett, J. M., Buena Vista. 

Garrard, Toab, Devereaux. 

Hancock Lumber Co., Quitman. 

tibson Lumber Co., Griffin. 


Glass, A. D., Lumber Co., Post Office Box 316, Hawkinsville. 


Golden, W. L., Texas. 

Goodner Lumber Co., Donaldsonville. 
Hall, W. F., Lumber Co., Sparta. 
Hamilton Lumber Co., Winder. 
Hammack, H. A., Doerun. 

Hause, H. V., Lebanon. 

Hawkins, Eugene, Woodland. 
Haygood, Charles, Forsyth. 

Haynes, Pierce N., Gainesville. 
Harbuck, C. S., Tazewell. 

Hills, James R., Greenville. 

Hines, U. O., Lumber Co., Harlem. 
Hodges, Cecil, Lumber Co., Oconee. 
Hogan, Walt T., Cleveland. 

Howard Lumber Co., Statesboro. 
Ingram & Legrand Lumber Co., Lumpkin. 
Ivey, I. R., Forsyth. 

Johnson, A. E., Thomasville. 
Johnson, J. A., Thomson. 

Jones Lumber Co., Broadhurst. 

Jones Lumber Co., Jesup. 
Killingsworth, Robert J., Williamson. 
King, James T., Rebecca. 

Kinsey, N. H., Leaf. 

Lawson, I. L., & Co., Gainesville. 
Logan, Ben J., Ellijay. 

Loper, Ray E., Lumber Co., Inc., Pearson. 
Ludowici Lumber Co., Ludowici. 
Macon County Lumber Co., Oglethorpe. 
Marion County Lumber Co., Ellaville. 
Martin Lumber Co., Midway. 
Mayfield, T. M., Lumber Co., Tifton. 
McCollum, George W., Cleveland. 
McEntire, J. Y., Jasper. 

McGille, Adolphus C., Lincolnton. 
Milton, Neal G., Elberton. 

Mitchell, F. H., Jr., Crawfordville. 
Moore, Clarence F., Sharon. 

Moore, H. F., Lumber Co., Vienna. 
Morgan, E. G. & E. M., Clyo. 

Mosely Lumber Co., Lyons. 

Mulkey Lumber Co., Monroe. 

Mulkey, Tom, Washington. 

Ory Lumber & Construction Co., Fairmount. 
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Georgia—Continued 
Penland, Carl, Lincolnton. 
Perkins, P. H., Lumber Co., Claxton. 
Pfeiffer, Louis O., Sylvania. 
Pine Mountain Lumber Co., Inc., Ellaville. 
Poole, George W., Lumber Co., Rockmart. 
Port Wentworth Lumber Co., Port Wentworth. 
Price, W. F., Lafayette. 
Randolph Lumber Co., Inc., Cuthbert. 
Redwine Lumber Co., Fayetteville. 
Riddle, Trice, Montezuma. 
Rush Lumber Co., McRae. 
Rutherford Lumber Co., Social Circle. 
Rutherford, O. O. & J. T., Union Point. 
Satilla Lumber Co., Inc., Jesup. 
Sauls, E. D., Kensington. 
Schley County Lumber Co., Ellaville. 
Scott-Hearn Lumber Co., Ocilla. 
Shook-Waldrep Lumber Co., Broxton. 
Silvers, Virgil C., Oakman. 
Smith, B. E., Trenton. 
Smith & Chivers Lumber Co., Sylvania. 
Smith, Robert H., Wrightsville. 
Souter Lumber Co., Sylvania. 
Stubbs, Claude M., Inc., Waycross. 
Summerville Lumber Co., Inc., Summerville. 
Suwanne Longleaf Manufacturing Co., Route 1, Box 35, Jesup. 
Swainsboro Lumber Co., Swainsboro. 
Sylvania Lumber Co., Augusta. 
Sylvania Lumber Co., Sylvania. 
Tallapoosa Cooperage Co., Tallapoosa. 
Taylor, Ralph E., Fortson. 
Thomas, George W., Cumming. 
Thompson, D. W., Jr., Lyons. 
Thrower, William G., Omaha. 
Turner Lumber Co., LaGrange. 
Wade Lumber Co., Folkston. 
Walton Lumber Co., Monroe. 
Ward & White, Inc., Lyons. 
Wells, J. W., Lumber Co., Broxton. 
White River Lumber Co., Homerville. 
Whitmire, W. A., Dahlonega. 
Wilkerson, Earl, Glenville. 
Wilkinson Lumber Co., Newnan. 
Williams, Cecil C., Shiloh. 
Williams, D. C., Manchester. 
Williams, H. O., Lumber Co., Griffin. 
Williams, John L., Sparta. 
Wilson, W. C., Tignall. 

Louisiana : 
Allen, J. L., Joyce. 
Almond Bros., Coushatta. 
Amos, Henry, Jonesboro. 
Anderson, Wiley, Jamestown. 
Banks, William H., Downsville. 
Batts, Robert L., Winnfield. 
Blunt, L. C., Longstreet. 
Bostwick, O. O., Shreveport. 
Broadway, Roy, Robeline. 
Brown, J. D., Haynesville. 
Brumley, O. E., Chatham. 
Brumley, William Earle, McManus. 
Burlington Lumber Co., Olla. 
Campti Lumber Co., Campti. 
Carter, Joseph, Kinder. 
Carter, W. E., Vivian. 
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Louisiana—Continued 


Cochran, M. L., Sarepta. 

Cook, Lumber Co., DeRidder. 

Cooper, R. C., Livingston. 

Creamer, L. V., Compti. 

Creel, W. W., Franklinton. 

Crow, J. P., Slidell. 

Crum Bros. Timber Co., White Castle. 
Culamer, L. V., Campti. 

Davidge Lumber Co., Inc., Natalbany. 
Davidson, O. W., Jena. 

Dawson, C. W., Lumber Co., New Roads. 
Diamond Lumber Co., Dubach. 
Droddy, Joe, Forest Hill. 

Duffy Lumber Co., Corbin. 

Duke, Paul A., Montgomery. 

Ellis, James H., Cheneyville. 

Ellis, W. W., Marion. 

Elizy, W. S., Livingston. 

Evans, J. O., Compti. 

Fletcher, B. L., West Monroe. 
Galloway, Thado, Livingston. 

Gentry, J. W., Columbia. 

Gipson, Henry D., Natchitoches. 
Gordon, J. J., Jonesboro. 

Gray, Fester, Bienville. 

Guy, Flavoris, Baton Rouge. 


Harless Lumber Co., Inc., Post Office Box 585, Lake Charles. 


Hawthorne, Hugh A., Thibodaux. 
Haynes, Frank, Lumber Co., White Castle. 
Haynesville Planing Mill, Post Office Box 669, Haynesville. 
Hillside Lumber Co., Baskin. 

Holland, C. B., Many. 

Holman, Albert, Compti. 

Jenkins, Floyd H., Greensburg. 

Jenkins, J. M., Merryville. 

Joe, Alver, Jonesboro. 

Johnson, Benois, Forest Hill. 

Johnson Bros. Lumber Co., Inc., Plain Dealing. 
Johnson Lumber Co., Ashland. 

Johnson, T. D., Lumber Co., Chopin. 
Jones, H. H., Mansfield. 

Jones, Walter R., Co., Abbeville. 
Kellogg-Graves Lumber Co., Alexandria. 
Kellogg-Graves Lumber Co., Simmesport. 
Latino, J. L., Livingson. 

Law, John W., Florien. 

Leonard, Benny, Elton. 

Lowery, E. L., Merryville. 

Magazine Lumber Co., Bogalusa. 

Malone, Roy E., Pineville. 

Martinez Bros., DeRidder. 

McConathy, J. P., Quitman. 

McDaniel, Elton W., Many. 

McDonald, Leon, Chatham. 

McKee, Otto, West Monroe. 

Merritt Lumber Co., Gibsland. 

Miller, J. G., West Monroe. 

Neal, W. E., Farmerville. 

Ouachita Lumber Co., Alexandria. 
Owen, Henry D., Dubach. 

Pardue, D. F., Jonesboro. 

Parks Wood Products Co., Pineville. 
Penton Lumber Co., DeQuincy. 

Pickens, Dennis, Homer. 

Pleasant, James, Livington. 
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Louisiana—Continued 
Prime Lumber Co., Dubach. 
Rains, Bert D., Marthaville. 
Rayville Stave & Heading Co., Inc., Holly Ridge. 
Rayville Stave & Heading Co., Inc., Rayville. 
Richland Sawmill Co., Many. 
Rugg, J. D., Farmerville. 
Schwing Lumber & Shingle Co., Inc., Plaquemine. 
Sheathing Panels, Inc., Roseland. 
Sims, A. R., West Monroe. 
Smith, Carlton, Bernice. 
Spartan Land & Timber Co., Tallulah, 
Spears, A. R., Grayson. 
Stanley, Noba, Minden. 
Strain, Emile, Abita Springs. 
Taylor, H. C., Dodson. 
Tederton, Huey L., Downsville. 
Thompson, Jerry, Bernice. 
Thompson, L. W., Starks. 
Union Saw Mill, Box 767, Minden. 
Walker, EB. L., Jonesboro. 
Walker, M. A., Bentley. 
Walker, W. B., Choudrant. 
Wheaf, Joe L., West Monroe. 
White, Vernon, Bastrop. 
Whittaker, W. M., DeRidder. 
Williams, L. O., Winnfield. 
Winnsboro Cooperage Co., Inc., Holly Ridge. 
Winnsboro Cooperage Co., Inc., Winnsboro. 
Winnsboro Stave Co., Inc., Holly Ridge. 
Winnsboro Stave Co., Inc., Winnsboro. 
Worred, Elmer R., Dodson. 
Zachry, J. W., Ruston. 

Mississippi : 
Alderman Lumber Co., Inc., Port Gibson. 
Anderson, T. M., Lumber Co., Leakesville. 
Bailey, Frank A., Lumber Co., Lucedale. 
Boling, J. B., & Son, Pelahatchie. 
Brannon, R. A., Lumber Co., Brandon. 
Brunt, David, Lumber Co., Mendenhall. 
Callon, F. L., Selma. 
Clinton Lumber Co., Ltd., Lumberton. 
Clinton Lumber Co., Paden. 
Collins, R. H., & Co., Maben. 
Corinth Planing Mill Co., Inc., Corinth. 
Cornish, Ben, Ackerman. 
Fair, D. L., Lumber Co., DeKalb. 
Farris Lumber Co., Morton. 
Gattman Lumber Co., Gattman. 
Gray, C. L., Lumber Co., Meridian. 
Gwin, Elmer W., Summit. 
H. & M. Lumber Co., DeKalb. 
Hall, Jerry, Lumber Co., Meridian. 
Hankins Lumber Co., Winona. 
Haynes Lumber Co., Ellisville. 
Henley Lumber Co., Scooba. 
Hudson Lumber Co., Gulfport. 
Husban Lumber Co., Raleigh. 
Johnes, Woody, Shuqualak. 
Johnson, B. W., Lumber Co., New Albany. 
Johnson, B. W., Lumber Co., New Albany. 
Johnson, W. M., Scooba. 
Jones, Howard L., Natchez. 
Kim-Carr Lumber Co., Inc., Meridian. 
Lackey Lumber Mill, Inc., Post Office Drawer 29, Forest. 
Lambert, D. F., Lumber Co., Belmont. 
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Mississippi—Continued 
Landrum Lumber Co., Winona. 
Martin Saw Mill, Scooba. 
Moffett, C. L., Lumber Co., Natchez. 
Monroe County Lumber Co., Inc., Aberdeen. 
Peller, S. J., Lumber Co., Kosciusko, 
Phillips Lumber Co., Duck Hill. 
Phillips Lumber Co., Laurel. 
Pierce, Trigan, Shuqualak. 
Pine Manufacturing Co., Inc., Post Office Box 1987, Meridian. 
Reed, Randolph, Shuqualak. 
Reid Lumber Co., Louisville. 
Rhodes, E. M., Weir. 
Richton Lumber Co., Richton. 
Seale, M. T., Washington. 
Shamburger Lumber Co., Rankin. 
Simpson Planing & Manufacturing Co., Inc., Holly Springs 
Sparkman Saw Mill, Paulett. 
Summer, E. H. Lumber Co., Stewart. 
Taylor, Garrett, Brooksville. 
Taylor, Walter, Macon. 
Thomas, J. C., Scooba. 
Thornton, G. D., Lumber Co., West. 
Vernon Saw Mill, Gholson. 
Waddell Bros. Lumber Co., Heidelberg. 
Wallin Lumber Co., Columbus. 
Wax Lumber Co., Inc., Woodville. 
Williams Lumber & Coal Co., Macon. 
Winona Lumber Co., Winona. 

North Carolina: 
Bean Lumber Co., Asheboro. 
Bean Lumber Co., Greensboro. 
Bell, John, Aulander. 
Bragg, B. L., Route 1, Franklinton. 
Brookshire, D. L., Franklin. 
Buchanan, Zeb, Norton. 
Byrd, W. M., Route 1, Franklin. 
Carpenter, Kenneth, Route 1, Franklin. 
Carr Lumber Co., Pisgah Forest. 
Cary Lumber Co., Tillery. 
Chesterfield Lumber Co., Monroe. 
Covert & Marks, Moncure. 
Crouser Lumber Co., Waynesville. 
Cox Lumber Co., Lylesville. 
Dillard, Tom, Cashiers. 
Eagles & Lovelace, Macclesfield. 
Floyd Lumber Co., Clinton. 
Gaines & Kirkman, Jamesville. 
Harrellsville Lumber Co., Inc., Ahoskie. 
Hastings, Glenn, Route 2, Franklin. 
Highsmith Lumber Co., Burgin. 
Jeffrey’s Lumber Co., Raleigh. 
Kern-Williams Lumber Co., Aberdeen. 
Lassiter Bros., Woodland. 
Launchberry Lumber Co., Plymouth. 
Ledbetter, Lyman, Route 1, Franklin. 
Leggett, J. B., Bear Grass. 
M. & 8. Lumber Co., Rafersonville. 
McGee, Thomas, Stokesdale. 
Miles, N. O., Halifax. 
Montgomery Millwork, Inc., Troy. 
Parton Bros., Gilkey. 
Phillips, Johnnie, Edenton. 
Pitts Lumber Co., Glen Alpine. 
Pope, J. R., R.F.D., Wingate. 
Riggin Bros., R.F.D., Marshville. 
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North Carolina—Continued 
Rowe, G. M., Aulander. 
Sanders, Buck, Williamston. 
Southard, J. D., Route 1, Franklin. 
Southern Pine Mills, Inc., Elizabethtown. 
Southmost Manufacturing Co., Rosehill. 
Spencer Bros., Pittsboro. 
Spencer, Colon, Carthage. 
Stallings & Stallings, Vale. 
Stegall, E. V., R.F.D., Marshville. 
Sueed, J. C., R.F.D. No. 1, Marshville. 
Tart, C. C., Lumber Co., Clinton. 
Thompson, Harry, Windsor. 
Tucker Bros., Cullowhee. 
Waters, M. G., Lumber Co., Washington. 
Whitaker, R. T., Williamston. 
Whitley Lumber Co., Inc., Rocky Mount. 
Williams, Branson, Lumber Co., Robbins. 
Wood Lumber Co., Asheboro. 
Oklahoma : 
Wise, J. F., Lumber Co., Talihina. 
South Carolina 
Argent Lumber Co., Hardeeville. 
Bamberg Lumber Co., Orangeburg. 
Brown, H. H., Lumber Co., Strother. 
Cameron Lumber Co., Cameron. 
Catoe, J. D., Jefferson. 
Chapman Lumber Co., Newberry. 
Cole, C. Ed. Lumber Mill, Charleston. 
Council Wood Products, Orangeburg. 
Creech Lumber Co., Macbeth. 
Dargan Lumber Mfg. Co., Conway. 
Flowers Lumber Co., Marion. 
Georgia-Pacific Corp., Fairfax. 
Holley, R. L., R.F.D. No. 1, Jefferson. 
Hutto Lumber Co., St. George. 
Jordan, J. P., R.F.D. No. 2, Bethune. 
Kearse Manufacturing Co., Olar. 
Kirkley, Olin, Jefferson. 
Lexington Co., The, Orangeburg. 
Lightsey Bros., Miley. 
Massey, Jack, R.F.D. No. 5, Lancaster. 
Mills, Archie, Pageland. 
Nelson Co., The, Mount Holly. 
North State Lumber Corp., Charleston. 
Phillips, W. T., R.F.D. No. 1, Pageland. 
Plyler, I. K., Pageland. 
Redfearn, J. E., Jefferson. 
Robertson, Leon, Heath Springs. 
Salley, George W., Sr., North. 
Smith Lumber Co., Johnston. 
Southeastern Pine Corp., Varnville. 
Stone Lumber Co., St. Matthews. 
Sulton, J. J., & Sons, Orangeburg. 
Sunny Hill Plantation, Camden. 
Terry, Wade, Jefferson. 
Wolfe, C. D., Enoree. 
Wooten, C. W., Lumber Co., Lugoff. 
Tennessee : 
Cash & Carry Lumber Co., Bristol. 
Cranwell Lumber Co., Pikeville. 
Bisenman Bros., Ardmore. 
Jeffers Lumber Co., Post Office Box 67, Sunbright. 
Johnson, B. W., Lumber Co., Memphis. 
Justice Lumber Co., Wartburg. 
Nelson Tie Co., Beersheba Springs. 
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to embark on in international affairs, is it unsound for the domestic 
affairs ¢ 

Mr. Down1na. Mr. Chairman, I cannot answer. I am no expert on 
foreign affairs. 

Mr. Dent. You are expert enough to know that the imports are com- 
ing in and that they are being produced at wages way lower than any- 
thing ever heard of in this country. 

Mr. Downina. Right, without having a legal minimum fixed by our 
foreign competitors. 

Mr. Dent. That is right. Then what do we do? Do we eliminate 
the minimum in this country to compete, or what? 

Mr. Downtne. If we eliminate the minimum in this country, in my 
opinion, sir, it would not reduce wages. 

Mr. Den'r. Would it increase them ? 

Mr. Downine. It would in the course of normal events. When the 
economy rose, wages would rise with it. It always has in the past. 

Mr. Dent. According to the statement made here by the previous 
speaker, the wages have gone up from 75 cents to $1 on June 1, 1956, 

and from that time until now, we lost 4,000 production facilities be- 
cause of that wage increase. 

Mr. Downtne. That is true. We lost those production facilities, 
sir, because we imposed a 3314 percent increase at one jump on an 
industry that could not absorb it nor could it pass it on. 

Mr. Denr. Since that time, has there been any increase above that 
dollar 

Mr. Downtnc. There have been some, yes, sir; under the course of 
labor bargaining either collectively or individually it is continuing 
to go on. 

Mr. Dent. Do you have any questions? 

Mr. Puctnskr. Mr. Witness, do you think if we raised the standard 
of living of these countries that are now competing for your markets 
that it would help you in any way ? 

Mr. Downtna. At one time, sir, we were a great exporter of lumber, 

articularly southern pine, for many, many years, from immediately 
ollowing what I refer to as the War Between the States until 1914. 
We were a great exporter to European and other countries. There 
was a natural falling off of such exports and since the minimum wage 
legislation has gone on the books the reverse is now true. We are 
. agli of lumber in great quantities and a minor exporter of 
umber. 

Mr. Pucrnski. My question was if we raised the standard of living 
of the people who produce this lumber that is now competing with 
you, would that sort of close the gap costwise and help you? 

Mr. Downrne. I do not know, sir. It could very well do that, sir. 
Idonot know. Iam not qualified to say. 

Mr. Puctnski. You say it was the minimum wage law that has put 
you in an adverse competitive position. 

Mr. Down1ne. It has, definitely, sir. 

Mr. Puctnskt. Therefore, the only solution is to bring the standard 
of living in the other countries, or the wage standards to a comparable 
base so that you would eliminate the economic factor. 

Mr. Down1no. That would be an ideal thing to doif it could be done 
without taking it out of the American taxpayers’ pockets to do it. 
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Tennessee—Continued 
Seyler Lumber Co., Inc., Sunbright. 
Trotter Lumber & Supply Co., Tellico Plains. 
Verdun Wood Products, Inc., Oneida. 

Texas: 
Buna Lumber Co., Post Office Box 218, Buna. 
Commercial Lumber Co., Inc., San Augustine. 
Davis Lumber Co., Texarkana. 
Edwards Lumber Co., Bloomburg. 
Griffin Manufacturing Co., Willis. 
Jeffeys Lumber Co., Hemphill. 
Kennard Lumber Co., Post Office Box 717, Kennard. 
Knowles Lumber Co., Avinger. 
Lookout Lumber Co., Jacksonville. 
Martin Lumber Co., Post Office Box 506, Winnsboro, 
McDonald Lumber Co., Jefferson. 
Nelson Tie Co., Seguin. 
Payne, O. L., Lumber Co., Wells. 
Sartain, J. A., Lumber Co., Newton. 
Sessions Lumber Co., Wells. 
Superior Moulding & Lumber Co., Laredo. 
Timber Lumber Co., Ltd., Conroe. 
Trout Creek Lumber Co., Kirbyville. 
Tyler County Lumber Co., Warren. 
Winchester, Inc., Holland. 
Wood County Lumber Co., Mineola. 

Virginia : 
Bennett, R. C., Box Co., Emporia. 
Burruss Land & Lumber Co., Chatam. 
Burruss Land & Lumber Co., Dillwyn. 
Burruss, R. 8., Lumber Co., Kenbridge. 
Fisher Lumber Co., Franklin. 
Fitzgerald Lumber Co., Inc., Glasgow. 
Hartz & Rogers, Waverly. 
Hartz & Rogers, Boykins. 
Long, C. M., Branchville. 
Lumber Distribution Co., Inc., Petersburg. 
Lyon Lumber Co., Inc., Box 632, West Point. 
Marks-Wicker Lumber Co., Inc., Buffalo Junction. 
Osbelt Lumber & Tie Corp., Post Office Box 602, Richmond. 
Rappahannock Lumber Co., Ozeana. 
Russell, J. W., Galax. 
Victoria Supply Co., Victoria. 
Virginia Pine Lumber Co., Inc., Stony Creek. 
Whitley Lumber Co., Inc., Branchville. 


Mr. Dent. Thank you very kindly. 

I just wanted to say that you spoke about the foreign imports. 
Are they hurting your industry ? 

Mr. Downing. Yes. 

Mr. Dent. You know that the idea behind the practically universal 
policy in this country, by the number of votes that this legislation rv- 
ceives on the floor, in foreign aid, trade, and policies, is upon 
the economic principle that we are going to raise the standards of 
these peoples in these other countries by increasing their earnings 90 
that they in turn can be a great market for American products. If 
that is true and we take money to do that, how are we then unsound m 
saying that the same principle should apply here in this mpgs ts If 
we have 20 million or 30 million people earning under a dollar an 
hour, which makes them in a position of not being able to ee the 
products of the American market other than food, and clothing, and 
shelter, and if the policy I mentioned is a sound policy for this Nation 
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Mr. Pucrnskt. It isa social problem. 

Mr. Ayres. Many of the things I have seen in the slums in Chicago, 
A lot of people wished they had stayed in Georgia to eat hominy 

Its. 

Mr. Pucrnsxt. The only reason we have these slums is because we 
are getting this influx of people who are trying to make a living and 
cannot make it in these Southern States. Then these witnesses come 
here and tell us that we cannot have this legislation because we are 

ing to drive them out of business. I do not know that we have 
el anybody out of business. The Labor Department certainly 
does not sea that figure since we did pass it from 75 cents to $1. 
The gentleman’s own statement said they have increased their effli- 
ciency in the last, 10 years from 38 hours to 28 hours. The answer, 
therefore, is not in keeping the wage standards low; the answer is, of 
course, what they did here, improve efficiency to become more com- 
petitive, and you have done this, have you not ? 

Mr. Downrna. Sir, could I answer that in my own way ? 

Mr. Puctnsx1. Surely. 

Mr. Downtna. We are having a perfect example, I think, in my 
hometown and I will state, which I did not in my introduction, that I 
have been in the lumber business all my life. My firm is now in its 
88th year. It is one of the oldest continuous firms of lumber produc- 
tion in America. 

We have a very huge papermill with an investment of $35 million 
just a mile from our plant which pays a very high minimum, but they 
spent well over $100,000 to employ one man, whereas in the lumber 
industry the average expenditure for one man’s employment is around 
$5,000 to $6,000. 

The lumber industry could do the same thing. 

If we spent $100,000 to give employment to one man, we could 
probably accomplish that, but eliminate about. 90 percent of our work- 
ers, and we would still have that social problem compounded, 

Mr. Puctnsxt. I do not question the sincerity of your statement. 
Iam sure that you have made a very fine argument here and pres- 
entation. 

As we listen to this testimony, particularly are we finding the most 
violent objection to raising these living standards among spokesmen 
for southern industry. I have nothing against southern industry. I 
do not want you to get that impression. However, I do think that 
the low standards being paid workers in the South are as much a prob- 
lem of this Congress as the low standards of living being paid in 
Hong Kong, which is driving our American industry underground 
through competition. 

This is a Nation of 50 States and I do not think that the large in- 
dustrial northern cities can continue absorbing this tremendous influx 
of migrants from the South who are doing nothing more than trying 
to earn a living for themselves and their families, which they cannot 
“ om many sections of the South, and this is what this legislation is 
ail about. 

Mr. Downtne. I say they did earn a standard of living, which was 
very pleasing, and successfully lived in the South until they were 
forced out by this type of legislation. 
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Mr. Puctnsxt. The reason I ask you that question is, if I under- 
stood you correctly, you said in the course of your statement that per. 
haps these unskilled workers should be allowed to move to other in- 
dustrials areas if they are not making enough money in your own 
areas. 

Is that what you said? 

Mr. Downtna. No, sir; I did not say that. 

Mr. Puctnsxr. You did say something about permitting them to 
move to other areas. 

Mr. Downrne. No, sir; I do not think so. There is nothing about 
permitting, sir. 

Mr. Pvcrnskt. You said: be allowed to move to industrial areas, the 
unskilled workers, who are not making enough money in your area, 

The record will show what you said, Mr. Witness. 

Mr. Downtne. Yes, sir. 

Mr. Pucrnsx1. I would like to ask you whether or not you have any 
concept of the social problems that we in the industrial areas are 
having today ? 

Mr. Downtne. Yes, sir. 

Mr. Puctnskt. By the fact that many of our Southern States have 
such a deplorably low standard of living. 

We, in Chicago, for instance, are getting some 2,000 families a week 
or approximately 100,000 a year that are being forced into these high 
industrial areas only because they are doing the perfectly human, 
natural thing, trying to earn a standard of living so that they can feed 
their youngsters. How are we in these industrial areas supposed to 
absorb this tremendous migration ? 

Mr. Downtnc. You have a problem, sir, and I would think a great 
deal of it is attributable to forcing the unskilled worker out of a job 
with an artificial wage law. 

Mr. Puctnsxr. Of course, here we have a philosophical difference. 
I say that a man has to eat and a man has to have a roof over his 
head, and it is a human instinct as much as an animal instinct fora 
man to provide his family with the barest essential for survival, and 
some of the standards that I have seen here during the course of these 
hearings, some of the pictures that I have seen, some of the evidence 
that I have seen, on the type of standard of living that we have in 
many parts of the Southern States makes it crystal clear to me why 
these people are moving to our industrial areas. 

The only way we are going to stop that is not by putting up bar- 
riers. We are not going to put State troopers at State lines to say, 
“You cannot come to Illinois.” We are not going to do that. 

We are living in America, of course. However, we can try to solve 
this problem by giving these people some decent standard of living 
down there so that they can stay where they want to say. 

I cannot think of why a person should be forced to move out of his 
natural habitat where he grew up simply in pursuit of some economi¢ 
remuneration which is being denied him in his own area. 

This is what this whole legislation is. 

Mr. Ayres. Will the gentleman yield ? 

Mr. Puctnsxtr. Yes. 

Mr. Ayres. I do not think we can handle a social problem here 
today. 
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I say it in all sincerity, because I believe it and I know it, and I sa 
further I have never heard anyone advocate holding down someone's 
standard of living. 

We want it as much as you gentlemen, probably even more, but we 
say this is not the way to do it. 

Mr. Puctnsxt. The tax figures do not bear that out. I have said 
this before and I will very gladly repat it for the witness’ benefit: 
That a study that I have recently made shows that from the 10 South- 
ern States in 1958 the Federal Government received approximately 
11 percent of the total amount of money that Uncle Sam collected from 
all sources in the United States. 

We had paid out in Federal grants of all the money that the United 
States pays out to the States in Federal grants 26 percent of the total 
to these same 10 States. 

Therefore, it indicates that your standard of living down there, 
whether by design, or by conditions, or by accident, or what. the reason 
may be, in the Southern States is appreciably lower than in the North- 
ern States. 

This is what this legislation is trying to correct to one extent, not 
totally, of course, because it applies to Northern States as well. 

Mr. Downtne. Sir, in the Southern States there has been a con- 
tinuous upbuilding of the economy. It is a straight line coming up 
and up and up. When we got some adverse legislation temporaril 
it dropped down, but the trend is up, and I say the average sawmi 
worker in the South has a higher standard of living than a good many 
people who live in the slum areas of the big eastern cities and north- 
ern cities. 

I can speak from knowledge of my own plant; over 85 percent of 
our workers own their homes. The company does not own them. 
Here is one figure I do know. Someone mentioned ice. We operated 
a small iceplant which we have been forced to shut down, but before 
we did we asked our employees by letter how many had electric ice- 
boxes—100 percent did and we shut the plant down. We were only 
running it for their accommodation; 100 percent, or all of them with- 
out, exception, own an automobile; all of them own television; and 
most. of them own washing machines. Their standard of living is 
not low. They have facilities for recreation that you could not buy 
for any amount of money in Chicago, or Detroit, or New York. They 
have the finest fishing and hunting and a fine life and they like it. 

Mr. Pucrnsxr. The chairman of this committee has frequently told 
me about the fine fishing in Georgia and I am hoping some day I can 
go down there and be exposed to it. 

Mr. Downrnea. If you come down to Alabama, I extend an invi- 
tation. 

Mr. Puctnsxt. I have heard the statement made that the second 
half of the 20th century belongs to the South and, God bless you, I 
hope it does. I hope the South really becomes a great industrial 
center, but I do hope we are not going to be forced to attract the un- 
skilled, underpaid labor in the North to the advantage of the South. 
This is a country that belongs to all of us. 

Mr. Downtne. That is right, sir. 

If I may continue, Mr. Chairman, some reference was made to the 
number of mills out of business. I can tell you that we made a very 
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diligent search to try to ascertain what they are and this list has been 
placed on the desk. I think it contains 625 mills who have gone out 
of business that we know about, that we were able to ascertain, in 
the Southern States. 

We sent out questionnaires and in most instances they were returned 
with “no address.” In a number of instances, which always happens 
on a questionnaire, they were thrown in the wastepaper basket. But 
on those which we did get a return, and I had this re arrived at by 
telephone today, we found 39 mills employing 9,198 workers with a 

“oe ayroll of $95,900, an annual production of 196 million feet, 
with a $4. 565,000 investment, who have stated without a shadow of a 
doubt they were out because of the $1 minimum wage. 

We found 18 more who said that that was a contributing factor. 
It was not the whole cause. Those are 18 mills with 810 workers, 
$34,000 weekly payroll, and a $1,800,000 investment. 

I know from my own personal knowledge, and I have the records 
at home and they were put in in the 1955 hearing, so they are a matter 
of record, that in the middle 1940’s we were buying lumber from the 
production of 75 small mills. That covered an area of approximately 
40 miles. Of that 75, all of them except 3 are out of business. 

I made a sincere effort to find out why. Some went out through 
natural causes. Of the big majority that I was able to contact, the 
owner or manager told me that they went out because they could not 
pay the minimum wage and continue to operate. 

Mr. Puctnsxt. That figure was 2,126 for those 39 mills? 

Mr, Downtna. Yes, sir; 2,126 workers. 

Another figure I had ascertained from the tax records of Alabama 
was that in 1947 there were 2,800 sawmills operating in the State of 
Alabama. In 1960 there were less than 750, over 2,000 having gone 
ont of business. 

What has happened is we are making big ones out of little ones 
and it is not good. 

Mr. Pucrnsx1. I agree with you. 

Mr. Dent. Thank you very kindly, Mr. Downing. 

If there is anything that you want to add to the record, we are glad 
to have it. 

Mr. Downtna. I believe, sir, this has been included, and thank you 
very much. 

Mr. Dent. Thank you very kindly. 

Until we get called, at least, to the floor we have with us, represent- 
ing the Arkansas Wood Products Association, Mr. Tiller, I believe, 
and the Arkansas Soft Pine Bureau represented by Mr. Meredith. 

At this time I want to introduce to the committee and to those who 
do not know him, Mr. Gathings, from Arkansas, who will present 
the next speaker. 


STATEMENT OF HON. E. C. GATHINGS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ARKANSAS 


Mr. Garuines. Thank you so much, Mr. Chairman. 

We have three witnesses from Arkansas and if you do not mind, I 
would like to have them come up to the table. 

It will not take long. 
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Mr. Dent. I want them to come forward. 

Mr. Garurnes. Their statements are brief. 

The first witness that is on the agenda from the State of Arkansas 
is Mr. R. P. Meredith, who represents the Arkansas Soft Pine 
Bureau. k 

Mr. Meredith comes from south Arkansas in the pine region. 

Mr. Meredith is represented by my colleague, Oren Harris, who 
would like to have been here to have introduced him, but he is not 
in the city, I understand. 

Mr. Meredith comes from the city of Crossett, Ark. 

The Crossett Co. is an enormous mill there that employs practically 
every one of the wage earners in that city who are engaged in any 
industry at all. ; 

I want to say one thing about the Crossett operation. I visited down 
there a few years ago. They plant a tree when they cut a tree. 
There will always be wood coming out of south Arkansas by virtue of 
the way they are conserving these trees, looking to the future. 

Mr. Meredith is the personnel head of the Crossett Co. I think 
that he will be able to give you quite a good picture of his operation 
in southern Arkansas. 

Mr. Dent. Thank you kindly, Congressman, and I am sure that 
the committee is anxious to hear your testimony, sir. 
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STATEMENT OF R. P. MEREDITH, IN BEHALF OF ARKANSAS SOFT 
PINE BUREAU 


Mr. Merepiru. Thank you, Mr. Chairman and Congressman Gath- 

ings. 
Mr. Chairman and gentlemen of the subcommittee, as Mr. Gathings 
said, I am R. P. Meredith, personnel director of the Crossett Co. 
of Crossett, Ark. I am here appearing for the Arkansas Soft Pine 
Bureau, an association of seven lumber manufacturers in the State 
of Arkansas. The firms comprising this association have been in 
operation a total of 317 years and among them will be found some of 
the largest lumber manufacturing companies in the State of Arkansas 
and several of them are numbered among the largest in the South. I 
mention these brief facts to indicate that this association I represent 
is making this statement from a background of stability and size and 
with a compelling desire to continue to provide employment to sub- 
stantial numbers of workers in the rural and semirural forest prod- 
ucts areas of Arkansas. To be able to continue to provide employ- 
ment to these workers, the southern lumber industry must not be 
burdened with wage increases not justified by the economics of the 
industry. To impose additional burdens of cost beyond the ability of 
the industry to pay will unquestionably substantially reduce the 
volume of employment in the southern lumber industry. 

In support of this seemingly arbitrary statement I quote from “Re- 
port Submitted to the Congress in Accordance With the Requirements 
of Section 4(d) of the Fair Labor Standards Act, 1959” : 

The only basis for predicting the effect on employment of changes in the 
minimum rate is previous experience (introduction, p. iii). 

Previous experience most recently available is that of the change 
in minimum from 75 cents to $1 per hour. 
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From page 1 of the body of the above-mentioned report we find 
that: 

The Wage and Hour Division’s studies of the economic effects of the $1 mini- 
mum wage show that, during the period of adjustment to the higher minimum, 
there were significant declines in employment in most of the low-wage industry 
segments studied. 

We must consider the source of a great proportion of labor used in 
southern sawmills. Much of this labor is recruited from agricultural 
pursuits which are no ames available, or are available only season- 
ally. Loss of employment by these workers will either send them back 
to agriculture, which no longer needs them, and where, if employed, 
they will earn less than in industry since agricultural pursuits are 
exempt from the minimum wage and overtime pay requirements, or 
loss of employment will send them to our more heavily industrialized 
centers where they become significant sociological problems. Is it 
not vastly more important that many people be gainfully employed 
than that a reduced number receive more for such work as may be 
available ¢ 

In order to make the best use of the time allotted to me before this 
subcommittee, we will, in addition to the point we have already made, 
discuss four other points which we consider to be equally valid in 
expressing our opposition to this proposed legislation. 

1. The establishment of compulsory minimum wages by govern- 
mental fiat is inimical to the capitalistic free enterprise system under 
which this country has advanced to its present high place. In times 
of emergency the regulation of wages and hence prices is accepted to 
be in the best interest of the Nation. Since the principle of Federal 
establishment of minimum wages was established over 20 years ago, it 
is necessary to consider that the Fair Labor Standards Act came into 
being during the emergent time of the great depression. In these 
times of prosperity is it not more the American way to let every seg- 
ment of our economy stand on its own feet competitively in the labor 
market rather than to disregard the economics of whole areas and 
segments of industries by the imposition of cost burdens which, car- 
ried to ultimate extremes, could mean the tearing down of a large 
segment of an industry which has contributed so much to the building 
of this country ? 

2. An upward revision in the minimum wage is inflationary. Any 

change in the minimum wage will destroy existing differentials which 
immediately or within a short while will need to be restored if har- 
monious and productive relationships are to be maintained within 
working units. Thus any change in the minimum shortly becomes an 
across-the-board increase. 
_ Because of the free flow of communications both within geograph- 
ical segments of the same industry and between industries, any gen- 
eral wage change in an area becomes justification for such a change 
throughout all industry. 

If wild inflation is the threat to the security of our Nation that we 
have been led to believe by our economic experts, it should be the goal 
of our Government, at all levels, to combat inflation, rather than to 
contribute to it. 

3. If the establishment of minimum wages is a function of our Fed- 
eral Government (we respectfully but categorically state that it is 
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not), then, in fairness to each company which is affected by a minimum 
wage, all items going into labor cost should be included when com- 
pliance with the minimum is evaluated. al 

Throughout the past many years the members of the association 
which I represent have, in some cases through the route of collective 
bargaining, but in most cases guided by humanitarian industrial 
trends nationally, instituted benefits for their employees which are a 
part of labor cost and which provide monetary benefits for employees 
which are not taken into account when computing minimum wages. I 
refer to paid vacations, paid holidays, group insurance plans, pensions, 
and the multiple other benefits which have become part and parcel 
of the worker’s wage in many of the industrial establishments in the 
southern lumber industry. 

I will not burden you with mathematical calculations, but suffice 
it to say that in the company by which I am employed, the four 
“fringes” mentioned above, not required by law, have, on the minimum 
rate, a cost of approximately 18 cents per hour. I have not men- 
tioned penalty payments for work performed on Sundays, holidays, 
and special shifts, all special payments not required by law. 

It is our opinion that not to be permitted to include as part of a 
wage the per-hour cost of benefits (not required by law) “constitutes 
an unfair method of competition in commerce” just as surely as failure 
to pay an arbitrary minimum wage was considered as constituting 
“an unfair method of competition” did to the original authors of the 
Fair Labor Standards Act. 

4. Lastly, I wish to comment on the fact that I have read much 
that the opinion is prevalent that those workers in the lumber industry 
affected by a minimum wage change are “unorganized southern lum- 
ber workers.” For the record I should like to state that many of the 
workers employed by the association which I represent here, are mem- 
bers of and strongly represented by two well-known international labor 
organizations. I refer to the International Woodworkers of America 
and the United Brotherhood of Carpenters and Joiners of America. 

To increase wages in the southern lumber industry by governmental 
fiat, for the organized mills, is a repudiation of the policy of the 
handling of labor relations through free and open collective bargain- 
ing so long espoused and legislatively guaranteed by the Federal 
Government. 

The only reason that free and open collective bargaining in the 
South has not resulted in higher wage rates is because of a recognition 
on the part of the workers in the lumber mills of the economic facts 
surrounding this industry. Again we must say that to increase wages 
by governmental order beyond the level secured or even sought in 
oreeeeine bargaining is a repudiation of fundamental governmental 
policy. 

In summary, we strongly feel that the increase in the minimum 
wage and extension of coverage of the wage-hour provisions of the 
Fair Labor Standards Act as proposed in H.R. 4488: 


Would substantially reduce employment in the southern lumber 
industry and hence create unemployment and add to sociological 
problems of several areas of the Nation: 

Would add to existing economic problems brought on by infla- 
tion ; 
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Would create an unfair competitive situation since “fringe bene- 
fit” costs are not given consideration in computing actual mini- 
mum rates; 

Would repudiate governmental labor relations policy by con- 
ducting wage negotiations by legislative fiat; and finally, further 
regulation of wages continues governmental regulation of mat- 
ters which should be unregulated in our American way of free 
enterprise. 


Therefore, for these and many other reasons, we respectfully urge 
this subcommittee to report unfavorably to the full House Education 
and Labor Committee H.R. 4488. 

Mr. Dent. You did not state it in there, or at least I did not hear 
it. What is your opinion of maintaining the present exemptions as 
to size of operation as now contained in the minimum wage law? 

Mr. Merepiru. We certainly, sir, oppose any change. 

Mr. Denr. Although it would not affect your particular company ? 

Mr. Merepiru. It would not affect our operation. 

Mr. Dent. Any questions? 

Mr. Pucrnsxi. Mr. Meredith, you and the other gentlemen are 
certainly fortunate in having such excellent representatives here in 
Washington as Congressman Gathings and Congressman Harris. 
They are certainly two of the most highly respected Members in this 
Congress and I can tell you from being here every day that they are 
certainly protecting your interests here very adequately. 

I think you ona be very happy to know this from an impartial 
observer, sir. 

Mr. Merepiru. Thank you, sir, for those kind comments because we 
certainly appreciate them. 

Mr. Pucinsxi. They are certainly great people. 

Would you be good enough to tell me what was the inflationary 
effect, if any, when the minimum wage was raised from 75 cents to $1? 
You spoke of it, but I did not see any figures. 

Mr. Merepiru. I did not speak of any inflationary effect. I indi- 
cated that there is an effect. 

We were in a period of rising economic levels at the time of the 
change from 75 cents to $1, and I am certain it would be impossible 
to evaluate how much effect the actual change in minimum wage had 
on the inflationary spiral. 

I am sure it had some, sir. 

Mr. Puctnskt. I asked that question only because I am sure that 
nobody here wants to pass any legislation that is going to either drive 
anybody out of business or add to the inflationary problems of the 
country. Certainly I donot want to do that. 

However, I am puzzled by the fact that the Labor Department con- 
sistently in many of its reports, and studies, and figures, and surveys 
shows that the inflationary effect of the last increase was in effect 
negligible, and yet I hear witness after witness who come here and 
tell us that raising this minimum is going to be inflationary. 

I would like to get some evidence, if there is such evidence, to coun- 
termand the recommendations and evidence complied by both the 
Department of Commerce and the Department of Labor. 

Mr. Merrepirn. Sir, I cannot in utmost honesty, evaluate any par- 
ticular part of the inflationary spiral that we are in to the increase 
in minimum wage. 
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I feel certain, in my own mind, as I feel certain that a change will 
add to our inflationary problems at this time, that the effect was there. 

Mr. Pucrnskt. Am I correct in assuming that you are more con- 
cerned regarding this legislation with the proposal of raising the 
minimum from $1 upward than you are with its extent of coverage? 
As you know, there are two phases of this legislation. One provides 
for extension of coverage to $1 an hour and then, of course, the other 
one would raise it beyond the $1 minimum now. 

Am I correct in assuming that you are more concerned as to the 
effect that an increase in the dollar wage minimum would have on 
your industry rather than the extension of ¢ overage ¢ 

Mr. Mereprru. You are correct in that statement, sir, because the 
association which I am representing here is not immediately involved 
as far as the extension of covering is concerned. 

The number of employees range from 100 to 1,500 employees and 
so I leave to others to make a presentation on that segment. 

Mr. Puctnskt. I think the committee will want “to look very care- 
fully at what effect increasing the minimum from $1 to $1.25 as 
proposed in this legislation would have on many of our industries. 

I can assure you as one member of this committee, I will look at it 
very carefully to see what effect it will have. 

There seems to be more agreement on the principle of extension 
than there is on the principle of increasing the minimum. 

I think you have made a very fine witness, sir. We are happy to 
have you here. 

Mr. Merepiru. Thank you so very much. I appreciate your hear- 
ing me, Mr. Chairman. 

Mr. Den. Do you have another witness ? 
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STATEMENT OF HON. E. C. GATHINGS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ARKANSAS—Resumed 


Mr. Garuines. Yes. 

The next witness is Mr. W. E. Tiller, who is secretary of the Arkan- 
sas Wood Products Association and also Mr. Tiller operates the Tiller 
Tie & Lumber Co. They make railroad and crossties and the like. 
They are in the city of Little Rock. 

I would like to say also, Mr. Chairman, that in my State of Arkan- 
sas wood products hold second place in the employment of our people. 
Agriculture is No. 1 and wood products in various phases is No. 2 
employing right at this time some 50,000 people in my State. It 
means so much to our economy. 

Mr. Tiller, as I said, is secretary of the Arkansas Wood Products 
Association and knows this subject mighty well. 

I feel sure that he will be a most enlightening witness. 

Mr. Denr. I am sure that your interests are well taken care of 
down here by their interest in your State. 

You have been a very fine Congressman, and I want them to know 
that although some of us come from north of the Mason-Dixon line 
and some come from below, we have respect. when a man fights for 
the things that are right for his district, and I am sure that your 
Congressman, and Mr. Harris, and all of them from down there do 
that and do it well and ably. 
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Sometimes we disagree on subjects, but we never disagree in prin- 
ciple. 

I am just as anxious to see to it that your wood industry stays as 
healthy as you are, and I know you are just as anxious to see that 
our industries stay healthy up north. 

Mr. Tiller, any presentation you have to make we will be glad to 
have. 


STATEMENT OF W. E. TILLER, EXECUTIVE SECRETARY, ARKANSAS 
WOOD PRODUCTS ASSOCIATION 


Mr. Troter. Thank you. 

Mr. Chairman and members of the committee, I am here to represent 
the Arkansas Wood Products Association as executive secretary. 

As Mr. Gathings said, I am also president of the Tiller Tie & Lum- 
ber Co., Inc., of Little Rock, Ark. 

I would like to state my qualifications as a witness on this proposed 
legislation. 

I have spent the past 34 years in the wood products industry. I 
have been responsible for the production and sale of crossties, all 
kinds of railroad car and bridge material, southern yellow pine hous- 
ing lumber and pulpwood. I have repr grown up in the business 
and know intimately all the problems involved in the manufacture of 
wood products from standing timber. My firm qualifies as a small 
business company and I am very familiar with the problems of the 
small sawmill operator. I am past president of the Railway Tie 
Association and the Arkansas Wood Products Association. 

The wood products industry in the State of Arkansas ranks second, 
as Mr. Gathings told you, next to agriculture in gross value of prod- 
ucts and number of persons employed. There are 1,219 woodworking 
plants, including sawmills, in the State offering employment and self- 
employment to more than 50,000 persons, with a gross value of prod- 
ucts of more than $333 million. Of all manufacturing establishments 
in the State, 48.8 percent are in the woodworking industry. Arkansas 
ranks fifth in the South, and ninth in the Nation in lumber production. 
From this you can readily appreciate the importance of the industry 
in the economy of our State. More than 50 percent of the lumber 
manufactured in our State is produced by small sawmills. 

Many of the timber stands in our State are either small and scattered 
or they are located in mountainous terrain which lends itself to more 
economical cutting and hauling for further manufacture by small 
portable mills. Nearly two-thirds of the total forest acreage in 
Arkansas is owned by 157,000 persons, in tracts of 500 acres or less. 

In fact, several of the large flooring plants and refinishing plants 
depend entirely on the production of material from small portable 
and semi ortable mills. There is a definite limit as to what can be 
done in the mechanization of these mills. An increase in labor costs 
would be very difficult to offset by mechanization. Consequently, 
many of these small individual mills would have to shut down because 
they would not have enough margin of profit to absorb the increased 
cost. Frankly, the present market precludes any possibility of raising 
their selling prices, and I say that advisedly. The market for lumber 
and wood products is constantly being narrowed by competition from 
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aluminum windows, composition roofs, siding and flooring, and a num- 
ber of plastic products, so there is definitely a limit in raising the sell- 
ing —_ of any wood products. co : 

these smal] mills cease to operate, it will result in unemployment 
in a lot of rural sections of our State. There are not enough indus- 
tries in Arkansas to absorb these employees, and in most cases the 
employees would not be able to stay home and travel to the distant 
cities and work in a factory. They can’t go into farming because the 
trend of farming is to large operations, fully mechanized, and there 
just isn’t any demand for additional manpower on these farms. Our 
State has suffered a loss in population, and particularly is this true in 
the hill section which depends largely on local timber work of some 
nature. 

As you can well imagine, the problems of the small mill operators 
are several when you consider all the records and regulations, both 
Federal and State, that they must comply with in the conduct of their 
business. In most cases the owner is his own superintendent of the 
mill and logging operation, and he must also look after selling his 
products, financing his business, and in most cases, keeping his own 
records. He is at times assisted with the paperwork by his wife or 
high-school son or daughter. Any legislation that would increase his 
cost on account of higher rates or extended coverage to most of his 
employees would merely compound his burdens and add to his cost of 
operations. 

We are very much concerned with the removal of the 12-man exemp- 
tion in logging. This applies to small mills and other wood products 
producers with small individual crews and the practical impossibility 
of supervision and recordkeeping on these scattered logging opera- 
tions if they were subjected to the provisions of the minimum-wa 
law. Our State produces a considerable amount of pulpwood. The 
production of the pulpwood results in a very large cash income to the 
producers, farmers, and landowners of Arkansas. The market pro- 
vides a good cash income on both a part-time and full-time basis toa 
number of good citizens. In 1958, over $26 million was paid for 
dy sab nae in the State. In fact, some areas in certain sections of our 

tate depend entirely on the money they receive from cutting, hauling, 
and selling pulpwood. 

I cannot agree with some of the testimony that has been given be- 
fore this committee by Mr. Meany and Mr. Hartung. These gentle- 
men have stated, and I quote, “If raising workers’ wages causes a cor- 
responding increase in prices, I refuse to be alarmed.” 

he Secretary of Labor has estimated that the proposed legislation 
would raise costs $3 billion on these workers earning less than $1.25 
per hour at the present time. If they try to estimate the amount of 
increased wage costs necessary to maintain salary differentials on 
ioe earning higher wages, then the cost would be several times $3 
illion. 

Gentlemen, may I thank the committee for giving our association 
the opportunity of presenting this testimony on a bill that is so vital 
and important to our industry and our State. 

I urge that you vote against this legislation and maintain the present 
exemptions and wage rates, 

I thank you. 
Mr. Dent. Thank you. 
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Any questioning ? 

Do you have anything further that you want to add, Mr. Gathings? 

Mr. Garuines. No, sir. Thank you, Mr. Chairman. I just wanted 
to introduce my constituent. He is over on the other side of the 
table there. That is the man I have been trying to get to all along. 

Mr. Dent. I was just going to say if it had been me I would have 
had him up first. 

Go ahead. 


STATEMENT OF HON. E. C. GATHINGS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ARKANSAS—Resumed 


Mr. Gatruines. Mr. Chairman, we drafted P. M. Dacus for the job 
of being our mayor in my home city of West Memphis, and he served 
as such in a very, very dedicated and devoted manner. He made a 
wonderful public servant and West Memphis was a city of real prog- 
ress under fils administration, and I want to say that it was an efficient 
administration when he was our mayor. 

Mr. Dacus operates the Dacus Lumber Co. in my city and he also 
manufactures caskets. He is in the insurance business and he also 
serves on the bank board and various other boards of small businesses 
in my home city of West Memphis. 

I feel sure that he will give this committee and the Congress some 
good information with regard to the legislation now pending. 

His mill employs many people in my town and I do not know what 
we would do if we did not have that mill operating. 

Mr. Dent. I am sure the committee will give very grave considera- 
tion to the situation as it affects these communities. 

My own experience in West Memphis is that I stayed there two or 
three times on the way South. 

Before I get any further, Mr. Tiller, you said you had a great deal of 
experience in handling, selling, and so on, of our wood products in 
Arkansas. 

The largest manufacturer of hammer handles and pick handles for 
a long time is right in my district and all of this hickory came from 
the Ozarks there. The Beemer handle came from way back before 
the Civil War. 

A neighbor of mine and I went out with him a couple of times 
but I did not go to harvest any hammer handles. I went out to catch 
some good fish out there. 

Mr. Titer. We have some good fish out there. 

Mr. Dent. You certainly do. 

Now, Mr. Dacus. 


STATEMENT OF P. M. DACUS, PRESIDENT, ARKANSAS WOOD 
PRODUCTS ASSOCIATION 


Mr. Dacus. Mr. Chairman and members of the committee, I first 
want to thank you for the compliments you passed on to our Repre- 
sentatives and we are very proud of them in the State of Arkansas 
along with our two Senators. 

Congress Gathings, I want to say thank you for the nice introduc- 
tion you made. 
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Also, in behalf of the lumber industry of the State of Arkansas, we 
want to thank you for allowing us to testify here and, of course, Chair- 
man Landrum granted us a postponement which we certainly appre- 
ciate. 

As Congressman Gathings stated, I am from West Memphis. 

I am president of the Dacus Lumber Co., of West Memphis, Ark,, 
and am also on the board of directors of the Southern Hardwood Pro- 
ducers, and a member of the Forestry Commission of the State of Ar- 
kansas. I would like to state my qualifications as a witness on the 
proposed legislation. 

My father started training and schooling me in the lumber business 
before I graduated from college in 1932. Since 1932 I have been as- 
sociated with him in the operation of our business until his death in 
May 1959. We operate a band mill, casket factory, farming operation 
and other enterprises, and employ some 225 men. I assumed the 
office of president and general manager of our company after my 
father’s death. I am familiar with and well versed in the lumber 
business from the log woods to the finished lumber, both in production 
and selling. 

My firm qualifies as a small business concern. We purchase from 
farmers and small sawmill operators several million feet of logs and 
lumber per year. I am very familiar with these people as I talk to 
them every day in reference to their problems. 

As Mr. Tiller stated, the lumber industry in our State ranks next 
to agriculture in money value and number of persons employed. Our 
State is fast becoming a leader in rank among the forestry States of 
our Nation. Our landowners, small and large, are becoming con- 
scious of the value of growing timber for a substantial income to 
supplement their decreasing income connected with agriculture. Many 
of our small and large farmers are using their farm labor and equip- 
ment to cut and haul logs and pulpwood to our mills during the sea- 
son when they have finished harvesting their crops. This is being 
done to give their farm labor and themselves an income during the 
off season. They have also realized that their land can grow trees as 
well as agricultural products. 

If the 12-man exemption is eliminated these farmers will discon- 
tinue the practice of selling timber and pulpwood because it will be 
difficult for them to keep proper records to satisfy the wage and hour 
inspectors. They are really not educated to keep up with the records 
as they should be. Many of them keep their own books and records 
or have some member of their family act as bookkeeper. The increase 
and elimination of the exemption will place their labor on the ever- 
increasing welfare payroll during the winter months and the off sea- 
—. This will greatly decrease the income for themselves and the 
labor. 

Some of our small sawmill operators, as well as farmers, have in 
their household two or three sons, a son-in-law, et cetera; so eliminat- 
ing this 12-man exemption will damage these many good citizens of 
our State. The son and the son-in-law will have to move to the cities 
and place the burden on our city fathers to provide a livelihood for 
them, or place them on the ever-increasing welfare. We already 
have a decrease in our rural population as well as a decrease in our 

State population. 
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These many factors will also decrease the flow of raw products to 
our sawmills and pulpwood plants as many of the lumber manufactur- 
ing concerns depend on the small sawmill operator and small farmer 
to supply them with the rough lumber and logs. If any of the above 
continue operating, it will place the buyer of the raw material in a 
dangerous position as the buyer will be held responsible for any in- 
fraction of the wage and hour law; therefore, the buyer will discon- 
tinue buying from the farmer or small operator or place mechanical 
equipment in their place whenever feasible which will cause additional 
unemployment. 

If the minimum wage is increased, it will cause an increase to the 
minimum wage employee and also cause an increase of every employee 
to and including everyone except the owner. The owner, of 
course, will suffer because the margin of profit between cost of operat- 
ing and net income is gradually becoming less and less. This will, of 
course, cause the owner to lose the incentive to continue operating his 
plant. Many small and large plants have discontinued operations 
during the past several years, many will attempt to mechanize but 
they will find that it cannot be done as a complete operation in the 
sawmill industry. 

We are having an increase in the number of our people who are 
unemployed and if the minimum wage is increased many operators 
will mechanize as far as possible and this will cause considerable in- 
crease in unemployment. We will soon reach a point whereby there 
will be no one left to pay tax in order to pay the unemployed man his 
welfare money and unemployment compensation. 

We are now living in an inflated economy; and if this minimum is 
increased, we will increase our inflation, causing the possibility of a 
depression worse than the 1929 and 1930 situation. 

We are all concerned with the welfare of our small farmer and 
sawmill operator, as he is the backbone of our forestry economy. If 
the minimum wage is increased and the 12-man exemption is elimi- 
nated, this will take away from this man his only means of providing 
for himself and his family. 

We in Arkansas are different from many other States in reference 
tothe type of forestry industries. The States of Washington, Oregon, 
California, Minnesota, and other Northwestern States have larger, 
longer-bodied timber than we have in our State. We have a consider- 
able amount of small, short-bodied timber that can be cut and hauled 
with a small tractor, small truck, and not over two or three men to 
perform the job. In the other forestry States larger mechanized 

uipment can perform the job more economically, faster, and safer. 
Their timber is so large that it requires larger and better equipment. 
These States can afford to pay operators of this equipment more than 
our sawmills can pay, as it requires a more skilled man to operate 
their machines, and, due to the size of their timber, they can handle 
more footage per hour, which will cut down on their cost per hour. 

Our company, the Dacus Lumber Co., is dependent upon 8 to 12 
small sawmill operators, together with our yearly production of our 
mill, to supply us with lumber to meet the requirements of our cus- 
tomers. We also have numerous farmers and small log contractors 
that help our own logging crews supply our mill with logs. Most of 
the.small sawmill “operators, farmers, and log contractors that are 
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hauling their lumber and logs to our plant will have to cease opera- 
tions or we will be forced to stop them, as they will not attempt to 
keep records suitable to the wishes of the wage-and-hour inspectors, 
and we will not place ourselves in jeopardy by being responsible for 
their innocent infraction of the wage-and-hour laws. This situation 
exists among many of our lumber and pulpwood plants in our good 
State of Arkansas. 

I want to thank you gentlemen for being so considerate in listening 
to our plea and do wish that you will see fit not to recommend this 
bill to Congress. 

Mr. Dent. I want to thank all of you for being patient enough to 
wait with us to try to get your testimony in. I know the House is 
in session, but, inasmuch as you had been asked up here at one other 
time and there was a postponement granted, I knew that you would 
like to get your testimony in today. 

I am sure that the statements you have made will be given every 
consideration by the subcommittee before it makes a final decision on 
what it intends or does not intend to recommend to the full committee, 

I think we all agree that the problems transcend a State line, and 
all State lines, there is a great deal more to it than what may 
affect one industry. 

All of us are anxious to try to keep our economy on a sound basis, 
and I am sure that if many of the States would have taken cognizance 
of the need years ago and would have put some kind of laws upon 
their books the Federal Government might never have been in the 

icture. However, it is now with us. It is an act, and, like all laws, 
it is subject to change as time goes by. 

The question is as to how much change would be absorbed by the 
economy of an area, the economy of a State, or the economy of the 
Nation, and that, of course, is the job of our subcommittee. 

I might say that, although it appears that we are sometimes rather 
biased in our questioning, it is only our method of trying to draw 
for the record the various viewpoints. 

At this moment, I think I speak for all the committee; there is no 
definite opinion yet that has been at least jelled to the joint where 
any person on this committee has closed his mind to the needs of 
any area. 

Therefore, speaking as a member of the committee, I want to 
thank the Congressman and you representatives of this industry for 
coming here and giving us the benefit of your opinions. 

The knowledge that you have first hand is very valuable to us. We 
cannot know everything about everything. We are lucky if we know 
something about one thing, and that is about the normal limit of 
most of us. 

Any questions, Mr. Pucinski ? 

Mr. Pucrnsxt. I would like to ask Mr. Tiller a question: Mr. 
Tiller, in your statement you said : 

* * * nearly two-thirds of the total forest acreage in Arkansas is owned by 
157,000 persons in tracts of 500 acres or less. 

Do you have any idea how many people do each of these employ! 
What is the average number of people that each employs? Five, 
ten, twelve, fifteen ? 
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Mr. Truter. That would depend on the particular type of business 
you are going to talk about. If it was a small mil] that employment 
can vary from, say, 5 to 12 people. You may want to know what a 
small mill is. If you talked about a pulpwood operation, that could 
be 1 man or 10 men. If you talked about a logging operation, you 
would have to narrow it down to whether you were going to say a 
portable sawmill operation, a large logging operation, or whether it 
was in mountainous territory, or where three or four men worked, 
or whether they used two trucks or one truck. 

I am not trying to evade your question. It just varies from 1 to 10, 
12 people sometimes. 

Mr. Puctnsxi. All of the witnesses dealing with this whole indus- 
try have shown a very deep concern for the small operator. You are 
aware that the Senate bill reduces the exemption to eight workers. 

Assuming that our committee gave that serious consideration, what 
impact would it have on your industry if we brought it down from 12 
to 8, rather than just a complete elimination of the 12-man exemption ? 

Mr. Titixr. I cannot tell you that there are X number of plants in 
the State employing less than eight or so many, because I do not have 
that information with me, and I think it would be very long and 
costly to develop through a survey, but I will say that if you drop 
it down to eight you are just narrowing the field and you are hemming 
them in more to where they will not have the flexibility. 

If an operator goes out here and one month he is operating on 
500 acres of timber of a certain size and in a certain location he will 
use So many men. The next month he might be operating on 1,000 
acres, or he might be operating on 200 acres, or 80 acres. The condi- 
tions within the area vary so widely and you have to be so flexible to 
adjust to those conditions of whether it is big timber, little timber, 
scattered, so many trees per acre, or so many cords per acre. 

You just have to evaluate it as you go along. Otherwise you will 
lose your shirt trying to run it. 

Mr. Pucrnsxr. Mr. Dacus, would you like to comment on that? 

Mr. Dacvs. My opinion, like Mr. Tiller’s, is, of course, it depends 
on a lot of things—logging conditions, and the size of the timber; the 
size of log, or size of the tract of timber. Of course, it depends on the 
number of miles that he has to drive to the mill where he is selling 
his logs or his lumber and it needs a little bit of flexibility where it 
would not pin him down to the corner, because he would just be only 
able to operate on a small tract or close to the mill or plant wherever 
he is selling the lumber. 

Mr. Pucrnsxt. Are any of you gentlemen experiencing growing 
competition from the very big operators, the syndicates that move in 
take over an area? Is that becoming a problem down there? 

Mr. Titer. That is a question you could answer “Yes” or “No.” 
It all depends on the conditions again. I know in some sections of our 
State it is en en for, say, standing timber, and if it is 
Government timber it is subject to competitive sealed bids, and big and 
small alike have the same opportunities, and some of the larger com- 
panies probably through mechanization could pay more and they 
would outbid others so then, when the Small Business Administration 
came along and put this set-aside on timber sales, I am sure you can 
see how you can set aside and reserve a small amount of that timber 
for nothing but small businesses of less than 250 people. 
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Mr. Pucrnsxt. I share your concern for the small operator and 
we want to keep them in business, by all means. 

I wonder if perhaps you would care to comment whether or not this 
committee ought to give some consideration to setting up some gross 
standards as we are, for instance in retailing where the proposal here 
is that any retailer doing less than a half million dollars a year is ex- 
cluded, and that figure is flexible. It may goup. Iam not sure what 
the committee will do, but we have tried to meet the problem of the 
small businessman by excluding him from coverage if he does less 
than a half million dollars gross annually. 

In order to protect the small operator, do you think perhaps the 
committee ought to give some thought in that direction, setting up a 
gross in national standard which would exclude him from coverage? 

Mr. Titier. I have not given it too much thought. I read about 
it in the retail field that you mentioned and there again to go through 
my mind, the complexities and the problems that you might get into in 
the retail field when you just have one yardstick of a dollar figure, and 
I began to speculate in my own industry, if we would not get into some 
sort of the same situation. 

Frankly, I think the thought is all right and in theory it might 
work out, but before giving you a definite opinion, I would like to 
have the opportunity to weigh and evaluate that a little bit further 
because of the complexity and the variable nature of our various 

Jants. 
. The chairman spoke of a hickory handle plant. That is an entirely 
different operation from, say, a sawmill over here of five or six people. 
They just operate differently. They have different ways of getting 
their product manufactured. 

In the cross tie industry, the unit value of that tie is rather low and 
it has been notoriously low through the year, but you might take a 
certain grade of lumber, first and second, which are the highest grades, 
and that value would be high, so if you tried to set a dollar limit or a 
classification, so to speak, you might have a plant over here employing 
200 people that would come under that figure and one over here of a 
different size. 

I just think you would get kind of bogged down, so to speak. 

Mr. Puctnsxi. Thank you very much. That is a very good answer. 
T am glad to have your thinking. 

Mr. Denv. I think you ought to look at page 4 of the proposed act 
because I think you will find in there that there are two standards. 
One is the annual gross volume of an establishment and then against 
sales of an enterprise of at least $50,000 a year. 

We had testimony from, I think, a representative of the Georgia 
Jumber producers. He called very serious attention to that in par- 
ticular, the question as to whether or not they come under the act if 
they sell or resell to customers who are engaged in mining, manufac- 
turing, or transportation. They can sell to a hauler, for instance, 
and be considered under the act, so you ought to look at that very 
carefully and give us the benefit of your opinion on it, because there 
is a very wide difference of opinion on the part of the committee as to 
whether or not the logging industry or the lumber industry would 


come under the $50,000; that is, whether the small man of 12 or less 
would come under the act by the back door. 
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I want you to look at that. 

Mr. Puctnsx1. If the chairman will yield, it is my understanding, 
unless I am wrong, and I am perfectly willing to be corrected, that 
the pulpwood industry would not come within this $500,000 or $50,000 
limit. 

Mr. Dent. You were not here. You were tending to a little mat- 
ter known as a primary when we had these witnesses, and they took 
the position that they did come.under the act and put it in the record, 
so if they say it in the record someone is going to put them under the 
act. 

Mr. Puctnsxi. Your feeling, though, Mr. Tiller, is that if you tried 
to set up a dollar volume standard for exemption, it could create some 
difficulty in trying to find equity there? 

Mr. Titxer. That is right. A pallet manufacturer uses a low cost 
grade of timber in the manufacture of pallets. Naturally, he would 
turn out more units or employ more people or do something to be 
placed on a certain dollar volume, whereas a flooring plant, or furni- 
ture plant, or rim and bow Piast, someone who is dealing in a 150,000 
product per thousand would just get there quicker. 

Mr. Puctnsk1. One final question. Assuming that the $50,000 
exemption did apply, as the previous witnesses from Georgia had 
argued, would that $50,000 annually then exclude from coverage a 
large percentage of your small processors down there ? 

Mr. Titier. I believe it would, yes, sir. I would like to make it 
a conditional answer, but I think it would. 

Mr. Puctnsxt. Of that 157,000 that you spoke of, there are not too 
many that do in excess of $50,000 anyway; is that it? 

Mr. Trier. I do not have that information, but I would be of that 
impression, yes, sir. 

Mr. Puctnskr. You have been very helpful. As a matter of fact, 
Congressman Gathings, this whole delegation has been very helpful to 
this committee. 

Mr. Garuines. Mr. Chairman and Mr. Pucinski, all of us are most 
grateful to the subcommittee for staying overtime and hearing these 
witnesses from Arkansas. 

X wal Dent. We stand adjourned until tomorrow morning at 10 
o'clock. 

(Whereupon, at 12:50 p.m., the committee adjourned, to reconvene 
at 10 a.m., Wednesday, April 20, 1960.) 
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WEDNESDAY, APRIL 20, 1960 


House or REPRESENTATIVES, 
SuBCOMMITTEE ON Lazor STANDARDS, 
CoMMITTEE ON EpucatTion AND Lapor, 
Washington, D.C. 

The subcommittee met at 10 a.m., pursuant to adjournment, in room 
429, Old House Office Building, Hon. Phil M. Landrum (chairman of 
the subcommittee) presiding. 

Present: Representatives Landrum, Roosevelt, Dent, Pucinski, 
Ayres, and Hiestand. 

Present also: Representatives Forrester, Jarman, and Matthews. 

Staff members present: L. K. Alderman, Jr., chief clerk; Russell C. 
—— chief investigator; and W. Wilson Young, subcommittee 
counsel, 

Mr. Lanprum. The committee will come to order, please. 

The American Hotel Association is scheduled as the first witness. 
Who is the chief spokesman for the group this morning? Mr. 
Packard ¢ 

Mr. Packarp. I am, yes, Mr. Chairman. 

Mr. Lanprum. Mr. Packard, it is the Chair’s understanding that 
there is with this group a Member of the House of Representatives, 
Hon. John Jarman, from Oklahoma. 

I wonder if Mr. Jarman desires to make any remarks at this time 
in behalf of any particular representative in this group? 


STATEMENT OF HON. JOHN JARMAN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF OKLAHOMA 


Mr. Jarman. Mr. Chairman, I appreciate the opportunity of ap- 
pearing briefly before the subcommittee this morning. My own con- 
tact with the group now to appear before the subcommittee really 
dates back 2 or 3 years to a relationship and a friendship that I have 
with Mr. E, Truman Wright, who is the vice president and general 
manager of the Greenbrier in West Virginia. I cannot claim Mr. 
Wright as a constituent, although I wish I could. 

Mr. Chairman, on more than one occasion I have had the oppor- 
tunity of visiting at some length with Mr. Wright and with hotel 
friends in my own district in Oklahoma. I know of the real concern 
that these men in this line of business in our country have over the 
hardships that would inure to the hotel industry if brought within 
the provisions of the act under consideration by the subcommittee. 

Some months ago, I urged Mr. Wright to appear and testify before 
this distinguished subcommittee. He is here today with Mr. Packard, 
with Mr, M. O. Ryan, the Washington representative of the American 
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Hotel Association and other gentlemen in this hotel group. I know 
that they will have a fair and equitable hearing from this great sub- 
committee. 

I appreciate this opportunity, Mr. Chairman, to say an introductory 
wend eolane these gentlemen testify. 

Mr. Lanprum. Congressman Jarman, we are delighted to have you 
with us and we would be glad to have you join us at any time you can 
find the opportunity. 

Now, Mr. Packard, if you have a program arranged for your group, 
we will be glad to have you proceed in whatever manner you have 


arranged. 


STATEMENT OF ARTHUR J. PACKARD, MOUNT VERNON, OHIO, 
CHAIRMAN, GOVERNMENTAL AFFAIRS COMMITTEE, AMERICAN 
HOTEL ASSOCIATION 


Mr. Packarp. Thank you very much, Mr. Chairman. 

I think perhaps, Mr. Chairman, in the interest of the record that I 
will start and then introduce each of these gentlemen to make his 
statement after I have finished representing their facet of the hotel 
business. I think it would probably be easier that way. 

Mr. Lanprum. Will you just be seated, make yourself comfortable, 
and take off. 

Mr. Packxarp. Thank you, Congressman Landrum. 

For the record, my name is Arthur J. Packard. Iam from Mount 
Vernon, Ohio. I am appearing in two capacities before your subcom- 
mittee today. First, as chairman of the Governmental Affairs Com- 
mittee of the American Hotel Association, I would like to discuss 
some problems which would confront the entire hotel industry if H.R. 
4488 were enacted. 

Second, in the capacity of president of a chain of small hotels, all 
located in Ohio, I would like to discuss the impact of the proposed 
legislation as it would affect me and my business. 

At the outset I want to thank the chairman and the members of the 
subcommittee for the generous allotment of time that they have given 
to our industry. Asa part of our testimony, I will call upon repre- 
sentatives of various segments of our industry, each of whom will be 
affected differently by the proposed legislation. However, I want to 
make it clear at the outset that we feel that it is rather unfortunate 
that we must appear before the committee to discuss legislation which 
is extremely ambiguous. Let me take just a moment to point out 
specifically what I mean by this. 

Section 9 of H.R. 4488, beginning on page 9, line 20 of the bill, sub- 
stitutes new language for the present provisions of section 13(a) of 
the Fair Labor Standards Act as it stands. You will recall that the 
only definition of “retail and service establishment” contained in the 
Fair Labor Standards Act appears in section 13(a). While section 
9 of H.R. 4488 displaces this definition, it does not include any new 
definition of the term “retail and service establishment.” We have 
no way of finding out what the sponsors of this bill mean when they 
use the term “retail and service establishment.” 

Also, we cannot know the impact of many sections of the bill with- 
out a specific definition of these terms. For example, in the new lan- 
guage for section 13(a) (2) which is proposed in the bill on page 10, 
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beginning at line 2, there is a section 6 (minimum wage) and section 
7 (overtime) exemption for— 

any employee employed by an establishment which qualifies as an exempt retail 
estublishment by reason of not being included in subparagraph 1, ete. * * *. 

Again on page 11, line 6 of the bill, there are sections 6 and 7 ex- 
emption for— 
any employee or proprietor in an establishment which qualifies as an exempt re- 
tail or service establishment * * *. 

It should be obvious to you gentlemen on this subcommittee that 
we cannot determine the purpose of this language if there is no defini- 
tion of the term “retail and service establishment.” 

When I appeared before the Senate Labor Subcommittee on an 
identical proposal, S. 1046, on May 15, 1959, I pointed out the failure 
of the bill to define “retail and service establishment” and certain other 
terms used in the bill. Senator Morse, who was presiding at that 
time, directed the staff to come up with a definition. Subsequently 
the subcommittee adopted an amendment to plug this hole in the 
original bill. The amendment merely took out some language which 
appears in the present Fair Labor Standards Act for the purpose of 
determining an exemption and put it into the subcommittee bill for 
the purpose of determining coverage. It merely bracketed under the 
coverage clause all retail and service establishments. It does seem to 
me, gentlemen, that this meat ax approach to such an important prob- 
lem could cause great inequity in many segments of our business. 

The Senate subcommittee also made numerous other changes result- 
ing from what we feel were drafting errors, which were pointed out in 
our testimony. The very changes which the subcommittee adopted 
raise numerous additional technical problems. However, we have 
had no opportunity to comment on the revised language. Nor have 
we had access to an official copy of the language in the subcommittee 
bill, which has not been made public. Since the full Senate commit- 
tee is not. holding any hearings, we are fearful that the committee will 
inadvertently adopt provisions which might cause tremendous hard- 
ship to the very employees whom the sponsors of the proposed legis- 
lation purportedly are seeking to help. 

Some of you gentlemen may recall that the failure of the Congress 
to consider the technical aspects in the language of this particular 
law a number of years ago nearly led to the destruction of two major 
industries in my State. The pottery industry was virtually wiped 
out because of the failure of Congress to define the term “hours 
worked” in this statute and to prevent this catastrophe it was neces- 
sary to enact the portal-to-portal statute in 1947. 

In like manner, the longshoremen and stevedoring industry faced 
bankruptey, and liabilities totaling more than $7 billion threatened 
the U.S. Government, because of the failure of Congress to define 
“regular rate of pay” in section 7 of this act. Again Congress had 
to take emergency measures and enact the overtime-on-overtime bill. 
These near catastrophes for greater segments of American business 
would not have occurred if the framers of the legislation would have 
permitted the affected companies to comment on the proposed lan- 
guage in the bill. To avoid any possible recurrence of such develop- 
ments we urge that we be given another opportunity to appear before 
the subcommittee to discuss definitions, and other technical changes, 
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which of necessity will have to be made before reporting the bill to 
the full committee. It is bad enough to contemplate the injuries that 
we might suffer as a result of policies decided by the Congress, but we 
feel it would be even worse if we were the victims of inadvertent 
actions by the Congress in accepting language which actually defeats 
the very purposes for which the legislation was initiated. 

Before I get into a discussion of the particular bills, I would like 
to comment upon one of the most pernicious and erroneous statements 
that I have ever heard in connection with the proposal to extend 
wage-hour coverage to retail and service industries. I am referring 
to the statement that manufacturing, transportation, and communi- 
cations industries have adjusted to coverage, and that retail and sery- 
ice industries can do likewise. While I could spend several hours 
developing arguments, I think that if I make just a few observations, 
you gentlemen will understand what I mean in respect to that 
question. 

In manufacturing, transportation, and communication there are 
tremendous investments in equipment. The price of the product or 
service represents only a small amount of wages paid to workers in the 
particular industry. For example in some manufacturing industries 
wages amount to less than 10 percent of the gross sales. The rest is 
made up of the cost of equipment, cost of raw material, overhead, 
taxes, and other items. That is because only a small number of persons 
are needed to produce tremendous quantities of goods. Since the cost 
of labor is such an insignificant factor in those cases it is easy to see 
why they could adjust quite easily to Federal wage and hour laws. 

Hotels and public eating places are entirely different. It requires 
a tremendous number of people to run a hotel. For example, one of 
the larger hotels in Chicago has 2,000 rooms and 2,300 employees. In 
other words, the income from each room has to support more than one 
employee. On a national average, the wages in hotels take 40 percent 
of the total gross dollar of sales, not 10 percent as is the case in some 
manufacturing. Any increase in wage costs would, therefore, result 
in a terrific increase in room and food rates charged to our customers. 

I think it is germane to our presentation that we reveal to you 4 
decline in employment in our industry this spring, as compared with 
a year ago. According to the Bureau of Labor Statistics, there were 
only 449,200 persons employed in hotels and lodging places for Janv- 
ary 1960 (the last figures of record), as compared with 460,900 for 
the same month a year ago. The same Government source reveals 
that year-round hotels are now paying an average, not a minimum 
but an average hourly earning of $1.21, or a weekly wage of $48.40, 
exclusive of the value of board, room, uniforms, and tips. So it would 
appear that we are not guilty of paying substandard wages, evel 
though we are not today covered by the Fair Labor Standards Act. 
It is true that some of our employees are recruited from among W- 
skilled workers. The Labor Department shows that it is in that very 
category where maximum unemployment exists today among all 1n- 
dustries. The figures show that for the month of February of this 
year, one out of every seven unskilled persons in the country was 
unemployed. If we were compelled to raise unskilled or part-time 
employees to some given figure, it would be these people whom we 
would be obliged to discharge. Thus the distress among such workers 
would be increased. 
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Our ability to pass along wage increases to our customers is another 
point in which we differ greatly from other industries. Manufac- 
turers merely include all of their costs in determining the prices to 
charge for their products. So far as the statutory minimum wage 
is concerned, all manufacturers have relatively equal labor costs. 
Therefore, anyone who purchases the product must pay the prices 
charged, to some extent, as based upon the wage rates paid by the 
manufacturer. There is little or no competition between the manu- 
facturers based on the difference in wage rates. If the particular 
item does not move at a certain price, the manufacturers shuts down 
his operation until his inventory is cleared. Eventually the demand 
for the product will move the product, even at a higher price. That 
is something that cannot be done in hotel rooms and food. If we 
are required to increase our rates for food and lodging up to one-third 
or more, we will be forced to compete not only against each other, 
and against small motels and tourist homes, but also against numerous 
other adjustments in travel habits of our American people. 

Let me cite for you a graphic contrast between a hotel and another 
type of business establishment. Recently I read the annual report 
of a chain of grocery stores. This group had total sales in the calen- 
dar year 1959 of $2,383,011,400. This is almost equal to the total 
sales of the entire hotel industry, the last authoritative figures for 
which were approximately $2,500 million. We made it a point to 
inquire of that grocery chain how many employees they have all told. 
They told us that they have 56,000 people on their payroll. Compare 
this with nearly 450,000, or about nine times as many people in our 
industry, in spite of which our gross annual sales are only slightly 
above theirs. 

We could anticipate that many thousands of property owners along 
the highways would convert their dwellings into tourist homes, and 
these small properties, having no employees except the owner and 
his family, would multiply rapidly. Since they would have no em- 
ployees other than the family, their room rate would not be depend- 
ent upon any fixed statutory wage level. 

Whereas hotels can now compete where their rates are only slightly 
higher than tourist homes and small highway properties, they could 
not hope to stay in business where the competitor can undersell them 
by 50 percent, 60 percent, or 70 percent. I will say more about this 
matter later when I discuss the provision at the end of section 3(t) 
which exempts owners, spouses, and other members of the family. 
Studies that we have made in our industry indicate that the minimum 
wage provisions of this bill would increase wage costs on the the 
average of one-third in hotels and motels. 

As I have already pointed out, most hotels are already charging all 
that the traffic will bear. If we attempt to increase our rates further 
it will result in a loss of patronage, particularly where smaller com- 
petitors do not have to reckon with wage costs. This one-third in- 
crease in wages could neither be absorbed nor passed on. In other 
words, hotels and restaurants simply could not adjust to this statute 
the way manufacturing, transportation, and communications com- 
panies have since our basic manpower structure is so entirely different. 

Many authorities in our industry believe that we have already 
priced ourselves out of business to a majority of the citizens of this 
country who are traveling at their own expense. In support of this 
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contention, let me report a survey which was made in Washington 
State last year. Out of the more than 2 million nonresident visitors 
during the summer months, only 28.2 percent stayed in hotels and 
motels and resorts. The largest share stayed in homes of friends and 
relatives. Obviously, as lodging costs continue to rise, there is little 
doubt but that many trips are deferred entirely. In other cases, 
travelers probably avoid overnight stops by driving day and night. 

I would now like to discuss some of the specifics of the bill. Ap- 
parently some Members of Congress are misinformed concerning the 
provisions of this measure. A number of them have written to mem- 
bers of our American Hotel Association stating that H.R. 4488 would 
cover only establishments which have a gross dollar volume of $%4 
million or more. As you members of this subcommittee are surely 
aware, every hotel which has a gross volume of $50,000 would be 
covered immediately because the language in section 3(t) (7), begin- 
ning on page 5, line 24 of the bill, provides coverage for “any enter- 
prise where such employer has one or more employees engaged in 
commerce.” Every hotel has someone employed to answer the tele- 
phone. This, of course, means that there would always be at least 
one employee engaged in commerce. Therefore, if its gross revenue 
is $50,000 or more, all of its employees would be covered. 

Mr. Lanprum. Mr. Packard, at that point, I wonder if we could 
ask vou to offer an opinion as to what would happen with regard to 
any other business establishment or enterprise that did a gross busi- 
ness of $50.000 a year? Is it your interpretation that any enterprise 
doing $50,000 a year business would be covered ? 

Mr.Pacxarp. If they have one man engaged in commerce. 

Mr. Lanprum. That is the point I wanted to cover. Is there any 
likelihood that the definitions which have been used heretofore and 
which are strained to some extent may also be strained to pull a 
particular enterprise or business into the coverage feature of this 
act regardless of whether or not they have a direct employee? 

Do vou feel that this bill is written securely enough so that he would 
actually have to have that employee or is it conceivable to you that 
the business might be covered whether or not he actually had the 
employee on the basis that somewhere along the line some of the 
goods that he is handling is involved in interstate commerce 

Mr. Pacxarp. That is right. In other words, it might become a 
matter of administrative policy. But over vears of study of this 
thine I cannot conceive of any business in the world that, to some 
decree. however infinitesimal it may be, is not engaged in commeree 
to some degree. 

T do not think volume is a yardstick but it becomes a matter of at 
what point you want to exercise jurisdiction. Certainly there is not 
anv business in the world that to some degree is not in commerce, 
and the wording in this particular bill, as far as our industry is con- 
cerned, is such that suppose you did not have anybody answer the 
telephone but a man walks in to the desk clerk and says, “Will you 
send this wire out for me?” 

Mr. Lanprum. If that clerk or employee happens not to fall within 
the relationship of father-son, mother or sister or daughter or spouse, 
he is covered. Then we are running the risk of having every business 
enterprise in existence covered ; is that correct? 
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Mr. Packarp. That is correct. 

Mr. Lanprum. Excuse me for interrupting. 

Mr. Packarp. Yes, indeed. 

We are sure that those who drafted this legislation were aware of 
that but we have reason to believe that many Members of Congress 
are not aware of it. After we made a statement on this point before 
the Senate Labor Subcommittee, the language of section 3(t) (7) 
was changed so as not to obscure its true purpose. The new language 
included in this section made it clear that it was not to apply to any 
retail or service establishment. Then, in a forthright manner, the 
subcommittee extended coverage to all retail and service establish- 
ments regardless of the dollar volume of sales or service. This, of 
course, was extremely disappointing to us, but at least we feel that 
it was done early enough so that those Senators and Congressmen, 
who will be forced to vote on this bill, will know precisely what the 
measure provides, 

Even if the bill did exclude hotels grossing less than $500,000, if 
would create competitive situations which would be grossly unfair. 
For example, the hotels which I operate, if taken as individual prop- 
erties, gross less than $500,000 a year. However, since there is a 
common thread of ownership between them, all would be covered by 
the definition of “enterprise” in section 3(r) of the bill. Thus, the 
intrastate character of my operations is completely ignored, and a 
new formula is invoked, 

There are other hotels and motels in every town in which I operate. 
Most of these would gross less than $500,000. If I were forced to 
increase my wage costs by one-third, the necessary increase in my 
rates would drive my guests to these other properties which offer 
identical service, but are not part of a chain operation. It does not 
seem right to me that I should be forced to charge one-third more 
for my rooms than my competitor across the street who has a building 
almost identical to mine, but smaller. This would mean that simply 
because of a new concept of what constitutes interstate commerce, I 
would be forced to sell all of my hotels except one. 

Unfortunately it is next to 1mpossible to sell hotel properties today 
because of the threat of this particular legislation. The best hotels 
are only marginally profitable ventures. The enactment of this legis- 
lation would make most of them unprofitable. Investors are aware 
of this threat and are slow to purchase such establishments. This 
competitive situation is true whether you put the cutoff point at 
$50,000, $500,000, or higher. 

Tn our industry, wages are the principal factor determining our 
prices. One hotel sells substantially the same service as another. No 
matter where you put the cutoff point you would force one hotel to 
price its services out of the range of its competitors. Whatever the 
political considerations may be in favoring a small businessman over 
a larger one, you gentlemen know in your hearts that it is not fair 
Ina sitnation where thev are direct competitors. Therefore. another 
srossly unfair competitive situation would arise as a result of the 
provision at the end of section 3(t) on page 6 of the bill, line 4 through 
8. This language excludes from coverage any retail or service enter- 
prise in which the onlv employees of the owner are the spouse, parent, 
or child. This would mean that tourist homes and small highway 
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ae operated entirely by members of a family could undersell 
otels by 50 percent, 60 percent, 70 percent, or more, as I pointed out 
to you earlier in this statement. 

There are probably 1 million rooms outside of hotels which are 
offered to the traveling public. I think that it would be safe to pre- 
dict that if this bill were enacted and hotels were saddled with a one- 
third increase in wage costs, resulting in a mandatory increase in rates, 
that there would be a million more rooms in family owned properties 
established in the near future to take advantage of the discriminatory 
features proposed in this bill. 

When we called this matter to the attention of one of the sponsors 
of an identical bill in the Senate, he realized how unfair it would be 
to create such discriminatory situations between competing establish- 
ments. His first reaction was to eliminate the exclusion for an owner 
and his family. Of course, we could not favor this because some of 
these small family-owned enterprises are members of our association. 
But even if we did favor it, it would be impossible. 

As we pointed out to the Senator, section 16(b) of the Fair Labor 
Standards Act prohibits an action against an employer without the 
written consent of the employee. Even if family-owned enterprises 
were covered, it would mean nothing because no wife, child, or parent 
would authorize the Secretary of Labor to sue on his behalf for 
recovery of minimum wage or overtime pay. 

You cannot change the character of our industry no matter what 
statutory language you evolve. If you cover a single hotel, whether 
individually owned, or part of a chain operation, whether large or 
small, you will create an unjust, unwarranted, and discriminatory 
competitive situation which would be damaging not only to the oper- 
ator of the covered establishment but also to their employees and the 
public generally. By creating circumstances which would bring a 
million additional rooms into competition with us, Congress would 
force us to lay off many of our employees. The new family owned 
tourist homes and motels coming into the business would not hire 
them because, if they did, they too would be subject to the Federal 
wage and hour law. The result should be obvious. Wage earners, 
for whose benefit this bill was designed, would be the ultimate losers, 
just as much as owners. As the bill permitted new competition to 
bleed away the patronage of their SPLOT ers, their workers would 
become unemployed. It is true that they would be entitled to the 
minimum wage level, provided by statute, but they still have to find 
a job. But there would be few if any jobs available to them, since a 
high percentage of our employees are unskilled workers, older persons, 
college students, et cetera. 

I have read recently, Mr. Landrum, that you brought to light a 
provision in the contract of the garment workers’ union which would 
require an increase to every employee in the industry if the lowest 
paid employees received an increased wage through action of the 
Congress in boosting the Federal minimum. I don’t know of any 
hotel which has that type of contract with a labor union, but we are 
positive that if we were obliged to increase our minimum cash wage 
to any categories of our workers, a comparable increase would have 
to be provided for every level of our employees. And, as we have 
pointed out before, we find it difficult to understand why many of 
the labor unions in our industry would continue to negotiate con- 
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tracts with individual hotels, covering cash wages well below $1 an 
hour, and yet the Congress would consider setting up a mandatory 
minimum, far above the negotiated wage levels. Naturally, I am 
speaking largely of the service employee, who receives many fringe 
benefits, over and above the cash wage. 

These observations which I have just made apply to all hotels across 
the board. However, with respect to some of the technical language 
of the proposed bill, various classes of hotels may have an interest 
slightly different than other classes of hotels. One example is the 
definition of “wage.” Some properties could not survive unless the 
definition of wage included the value of meals, lodging and tips 
received by the employees. On the other hand, the inclusion of meals 
and lodging would create tremendous overtime liabilities for other 
employers and would result in a cut in the take-home pay of many 
employees who earn substantial tips after 40 hours in the week. For 
that reason I would like the committee to receive testimony from 
representatives of various classes of hotels in our industry, including 
ae iu smaller hotels, chains comprised of small hotels, and 
%0 forth. 

In conclusion, let me tell you something which I think is of interest. 
We in the service industry have long recognized that the whole subject 
of tips is an abomination to the general public. However, every time 
that any hotel or restaurant or railroad dining car has attempted 
to ban tips, the patrons have insisted on bestowing gratuities, and 
have ultimately broken down the plan. But we have always insisted 
to your committee that the average employee who receives tips does 
pretty well, provided that he is alert, clean, and courteous. kesaed 
ingly, we have always felt that whatever happened, service employees 
should be exempt from the Fair Labor Standards Act. 

We happen to know that one of the staff members of the Senate 
labor Committee who assisted in preparing the bill which is now 
fealing before the full Committee on Labor and Public Welfare was 
imself a waiter in a resort hotel in New England, during two sum- 
mers when he was enrolled in college. On several occasions, he tells 
is, he was offered the job as captain of the dining room, but he declined 
toaccept it, for in the capacity of a waiter, receipts were greater than 
those of his superior. It brings the whole subject into unusual per- 
spective when the draftee of a bill, comparable to H.R. 4488, can 
personally testify to the fact that service employees are quite well 
rewarded. 

Now, Mr. Chairman, if you wish, I would be happy to answer any 
questions. Otherwise I will introduce my colleagues one at a time 
vho have statements that they wish to make according to their own 
particular segment of the business. 

Mr. Lanprum.I believe it would suit the convenience of the com- 
nittee and probably would be a more efficient operation if we could 
tear from all of you before any questioning at length transpires. 

Mr. Packarp. Fine. 

Mr. Lanprum. I would ask, if it is possible, that any of the gentle- 
hen accompanying you could summarize these statements and we will 
put the complete statement into the record. If the statement is of such 
mature that it could be summarized, it might provide a little more time 
for general discussion. 

We have another group coming this morning. 
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percent of the income dollar available for expansion, dividends, and 
contingencies. We think that is a very small profit. 

Resort hotels of the United States are fighting a losing battle against 
the competition from resort properties located outside the continental 
boundaries of our country. 

I will skip this next section which explains our problem with foreign 
competition. 

I would like to go to page 3, paragraph 2. 

The U.S. State Department, and certain other departments of our 
Federal Government, have done everything they can to stimulate 
travel to foreign lands on the part of our citizens. It was felt that 
this was a good way of assisting friendly allies in developing their 
own economy. We admit that the tourist dollar filters down through 
every section of a community’s economy. But we do feel badly that 
while making all these efforts to persuade our own American people 
to travel abroad, the Federal Government has not done a single thing 
to help our domestic travel interests hold their own against this in- 
creasingly vigorous competition. 

Mr. Lanprum. Mr. Harned, if you would yield at that point, 
I believe it is in the Washington Post of this morning, and I am not 
certain about the date, that there is a story dealing with the proposal 
to have the Members of Congress appropriate money to promote 
visits from foreign tourists to this country, not our own, I won- 
dered if you gentlemen in the hotel industry had anything to do 
with that news item or if you have any comment to make on it? 

Mr. Harnep. We appreciate it very greatly and I mention this in 
the next paragraph, that Senators Magnuson and Javits have pro- 
posed such legislation and it is a move also that President Eisen- 
hower has made in the proclamation to visit the United States in 
1960 which we think is going to be very helpful to our industry. 

We appreciate any move that Congress makes. 

Mr. Denr. Might [ ask a question ? 

Mr. Lanprum. Mr. Dent. 

Mr. Dent. How are we going to pay these people to come over 
here? Who is going to pay their hotel bills and their fares? 

Mr. Harnep. We find that if we can get 5 percent more than are 
coming it would be helpful to us. 

Mr. Den. It would be helpful to your industry. Have you ever 
figured how much it is going to cost? I think you will pay that much 
more In taxes, 

I was never able to make business that way. 

Mr. Lanprum. I do not understand the trade commission to be 
something that is going to pay the way of the people. 

Mr. Denr. You read the bill and you will find out that it carries 
a healthy appropriation before it is over. You are not. going to bring 
people into this country without paying them to come over. 

Mr. Lanprum. I do not want the record to show that I am in favor 
of paying them to come over. 

Mr. Dent. Then I think we had better straighten it out and T do 
not think the witness wants to show that he is willing to pay them. 

Mr. Ayres. Will the gentleman yield? : 

Mr. Dent. I yield. 

Mr. Ayres. May I say that most of the people who come over will 
be staying with relatives. 
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Mr. Packarp. Congressman, I was the long-winded one. The state- 
ments of my colleagues are much shorter. 

Mr. Lanpreum. I am not being critical. I am just watching the 
clock. We know that at about 12 o’clock there is going to be a quorum 
‘all because the appropriations bill is up. 

Mr. Packarp May I next introduce Mr. Irving Harned, Mr, 
Chairman. 


STATEMENT OF IRVING A. HARNED, VICE PRESIDENT AND MAN. 
AGER, THE CLOISTER HOTEL, SEA ISLAND, GA., AND CHAIRMAN, 
RESORT COMMITTEE, AMERICAN HOTEL ASSOCIATION 


Mr. Harnep. I am Irving A. Harned, vice president and manager of 
the Cloister Hotel, Sea Island, Ga. As chairman of the Resort Gom- 
mittee of the American Hotel Association, it is my privilege to present 
to you some facts, figures, and information which may be helpful in 
your discussion of proposed amendments to the wage and hour law, 

I might say here, Mr. Chairman, that, in order to save time, there 
are several pertinent points of my speech that I should like to briefly 
summarize and bring to your attention and cut out some of the 
possible facts and figures that may not be of interest to your hearing 
here when you can read it in my testimony. 

The main point of my first page is to bring out the fact that we in the 
resort industry are at the verge of pricing ourselves out of our resort 
market. 

I also wanted to bring out in the first part of my speech the fact that 
we are also facing such great competition from foreign countries and 
the some $2 billion worth of tourist money that is being spent in for- 
eign countries outside of the continental limits of the United States 
and that, too, is having a great inroad and effect on the resort industry 
in America. 

So that, I have really covered briefly the first two parts of my speech. 

I know that a great many people would say, “You are possibly 
charging too much for rooms,” and I would like to read a part of this 
speech where we refer to rooms. 

Mr. Lanprum. You proceed in whatever fashion you wish. I just 
want to be as expeditious as possible. 

Mr. Harnep. At Sea Island we have raised our rates 5 to 6 percent in 
6 years, but the consumer price index rose 9 percent. A normal family 
of four visiting the Cloister Hotel during our summer months, when 
our rates are reduced to the point where we need an 80 percent oc- 
cupancy to break even, will pay between $65 and $80 per day for room 
and board alone. Add to this gratuities, some golf, tennis, and a few 
other activities, and our family is spending close to $100 per day. 
Frankly, I can’t afford to pay these rates when I take my family ona 
vacation, and I wonder constantly how others can do it. 

Perhaps you feel that with the rates we are now charging we are 
making a great profit. Let me give you these figures on our operation 
in 1958. These costs, I might say, are typical of other resorts through- 
out the United States. 

Our gross income was oyer $3 million. Our wage, including cash 
and fringe benefits, amounted to 43.47 percent of our income dollar. 
After we added other costs we came out for the year 1958 with 1.94 
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Arkansas: Crescent Hotel, Eureka Springs (34). 
California : 

La Playa Hotel, Carmel (29). 

Del Monte Lodge, Pebble Beach (32). 

Hoberg’s Resort, Hoberg (33). 

Brockway Hot Springs, Lake Tahoe (50). 
Colorado: Phantom Valley Ranch, Grand Lake (44). 
Connecticut; Wake Robin Inn, Lakeville (40). 
Florida : 

Lido Biltmore Club, Sarasota (1). 

Key Biscayne Hotel, Key Biscayne (9). 

Clearwater Beach Hotel, Clearwater Beach (28). 

Virginia Inn, Winter Park (31). 

Boca Raton Hotel & Club, Boca Raton (45). 

Belleview Biltmore, Clearwater (46). 

Georgia : Cloister Hotel, Sea Island (5). 

Idaho: Sun Valley Inn, Sun Valley (8). 

Kentucky : Mammoth Cave Hotel, Mammoth Cave (39). 
Maine: Severance Lodge, Centre Lovell (10). 
Massachusetts : 

Williams Inn, Williamstown (19). 

The Northfield & Chateau, East Northfield (22). 
Michigan : 

Grand Hotel, Mackinac Island (14). 

Johnson’s Rustic Resort, Prudenville (30). 

St. Clair Inn, St. Clair (47). 

Minnesota : Madden Lodge, Brainerd (42). 
Mississippi : 

The Buena Vista, Biloxi (18). 

Gulf Hills Country Club Hotel, Ocean Springs (38). 
Montana : Glacier Park Hotels, East Glacier Park (20). 
New Hampshire: 

Mountain View House, Whitefield (4). 

Wentworth by-the-Sea, Portsmouth (11). 

New Jersey: 

Essex & Sussex, Spring Lake (17). 

Chalfonte-Haddon Hall, Atlantic City (23). 

Colonial Hotel Co., Cape May (36). 

New York: 

The Mohawk, Old Forge (13). 

Yardarm Hotel, Westhampton Beach (21). 

Grossinger Country Club, Grossinger (35). 

Hidden Valley Ranch, Lake Luzerne (48). 

North Carolina: 

Carolina Hotel, Pinehurst (12). 

Grove Park Inn, Asheville (41). 
Pennsylvania : 

Crestmont Inn, Eagles Mere (24). 

The Inn, Buck Hill Falls, Pa. (37). 
Puerto Rico: 

Dorado Beach Hotel, Dorado (6). 

Condado Beach Hotel, San Juan (53). 

Rhode Island : Weekapaug Inn, Weekapaug (27). 
Vermont: Basin Harbor Club, Vergennes (3). 
Virginia : 

Homestead Hotel, Hot Springs (7). 

Williamsburg Restoration, Williamsburg (51). 
West Virginia : The Greenbrier, White Sulphur Springs (15). 
Wisconsin : Lake Lawn Lodge, Delavan (16). 
Wyoming: 

Grand Teton Lodge Co., Grand Teton National Park (2). 

Yellowstone Park Co., Yellowstone Park (52). 
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Mr. Denr. I do not believe there will be too many of them crowd- 
ing my place. 

Mr. Lanprum. Proceed. 

Mr. Harnep. Let me present to you some facts which show what 
further increased labor costs would do to the resort industry. These 
are based on estimates of those increases we would experience if we 
were brought under the Federal Wage and Hour Act. 

I have with me the estimates of several different types of resort 
operations as to the effect on payroll which would follow the enacet- 
ment of a bill such as H.R. 4488. For instance, labor costs at the Sea 
Island Co. would be boosted to 56 percent of our income dollar or 
$375,000 per year. At the present rate structure the Sea Island Co, 
would make no profit but would have a net loss of $100,000 to $150,000 
before taxes. Rates would have to be increased 25 percent to yield 
our present modest earnings. With such rates our market of eligible 
guests would be greatly decreased. This could easily put us out of 
business. And ours is a typical resort operation. This same picture 
is true of many resort properties with which I am acquainted. 

In the following computations we have not considered the value of 
meals and lodging, because we do not believe that it would ever prove 
practical for the Resection of Labor to fix these values. After all, the 
value of meals and/or lodging would vary widely between each 
echelon of our employees. It would be impossible to arrive at. a com- 
mon denominator. Similarly, we doubt very much that the Secretary 
of Labor or any one committee could accurately estimate or fairly 
judge the amount of gratuities of any group of employees working in 
hotels catering to guests of all income brackets. 

With this explanation, let me give you the estimate of what would 
happen to several well known hotels which I have personally inter- 
rogated, if they were brought under the Federal Fair Labor Stand- 
ards Act. This shows that the percentage of labor costs would go 
from 60 to 67 percent and in every instance that we could determine 
without an increase in rates it would take their net from a profit toa 
loss. 

I have a very interesting computation from one of the most out- 
standing resort hotels which I would like to call to the committee's 
attention, the Grand Hotel on Mackinac Island, Mich., the world’s 
largest summer hotel, did the largest gross volume of business last 
summer that it has ever done in its history. And yet their auditors 
reveal that on the basis of that volume of business, the property would 
have shown a deficit of $35,000, had it been obliged to operate under 
Federal minimum wage of $1.25 an hour. 

A survey of 53 resort hotel operations, compiled by the Washington 
office of the American Hotel Association, reveals a true picture of our 
labor market. 

Mr. Lanprum. Without objection, that may be included in the 
record. 

(The survey follows :) 


Survey or NATIONWIDE SAMPLE OF Resort HOTELS CONDUCTED BY THE AMERICAN 
HorTreL ASSOCIATION 


(See following tabulation for comparative data. Hotels are listed numerically) 


Arizona : 
The Lodge on the Desert, Tucson (25). 
Camelback Inn, Phoenix (26). 
Arizona Inn, Tucson (49). 
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Mr. Harnep. It illustrates the peculiarities of our industry and 
how it differs from other industries; how isolated from labor markets 
our resorts can be (average, 21 miles from town) ; what a high per- 
centage of employees must be provided rooms (60 percent), and meals; 
84 percent of our employees receive meals at our resort operations; 
how over 48 percent are part-time and purely seasonal employees; 67 
percent of these are unskilled or older persons; of these seasonal em- 
ployees 38 percent are high school and college students who, in a com- 
petitive labor market, would not be considered for jobs. It further 
shows that close to 20 percent of these seasonal employees are house- 
wives or others who do not desire year-round work. I say to you 
frankly that we simply could not afford to employ these seasonal, 
unskilled workers if we were obliged to pay them $1 to $1.25 an hour, 
and overtime. 

Advocates of expanded coverage constantly argue that a man can- 
not provide for a wife and children on a wage less than $1.25 an 
hour. They give the impression that every employed person, even 
the part-time employee, is the head of a family. Let me call your 
attention to the fact that in our nationwide survey of resorts, more 
than 50 percent of our employees are unmarried or have no 
dependents. 

he job assignments within a resort property are not comparable 
with any other industry. We are not like a commercial hotel. We 
serve three times a day. We do not keep our dining rooms open all 
day long. They are usually confined to a period of 1 hour for break- 
fast, lunch, and dinner. This means that the staffs must be on duty 
for these 3 hours. Between these hours our staff, mainly living on 
our properties, has time off for swimming, golf, fishing, and other 
recreational activities. And we encourage our employees to take part 
in these activities. 

As of today, most resort hotels do not require their employees to 
punch a clock when they come on duty or take leave. But we would 
probably have to install such clocks as a means of protecting our- 
selves from claims for overtime, if we were brought under the Fair 
Labor Standards Act. 

Gratuity employees in a resort hotel have preferential jobs. They 
are rewarded for the individual, friendly, courteous service which they 
render. It is a form of incentive pay, a high degree of preference 
for such jobs has always been manifest. Resort hotels have never 
been able to eliminate tipping. It has been tried many times, and it 
has always failed. If so-called service or gratuity employees’ salaries 
were increased to the proposed level, the only recourse hotels would 
have would be to raise hotel rates, and use this money to pay increased 
payrolls. In order to hold our guests and to compensate for this 
tremendous increase to them, we could attempt to eliminate all tipping. 
How could we do it? It has never worked before when tried in in- 
dividual resorts or cities. It certainly hasn’t worked in Europe where 
a service charge is added to your bill, and still you can’t move without 
the proverbial outstretched palm. 

As chairman of the Resort Committee of the American Hotel As- 
sociation, I have been contacted by hotelmen from all sections of our 
country. They are all terribly concerned about the effects that cover- 
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age under the Fair Labor Standards Act would have on their busi- 
ness. Ihave heard such statements as these: 

“It would put us out of business.” 

“Tt would price us out of the market.” 

“We would have to capitulate to our foreign competitors.” 

“We would lose our individuality and have to cut our service to the 
bone.” 

“We would become robots and no longer have a personality. All 
special services would have to be terminated.” 

Personally, gentlemen, as one who has operated the same resort for 
97 years, I believe these statements. They are not made lightly. 
They are truths to be believed. They come from men who have lived 
with, and know, a personalized service industry—such as the resort 
business is. They know that a wage-and-hour law will make it vir- 
tually impossible to hire student help, housewives, unskilled and older 
persons. If they can, they will mechanize, use automation, turn their 
resorts into motels and tourist courts, and cut, cut, cut employees. It 
will be their only answer, and yet, I think you will agree, a most un- 
satisfactory answer. 

In conclusion, gentlemen, I am sure that you have many times be- 
fore heard reasons why this business or that cannot possibly endure 
further Government regulations. I can well imagine that you are 
becoming a bit numb to the hue and cry, but I hope most sincerely 
that our presentation to you here has pointed out what a different breed 
we in the resort hotel business are. State labor laws have recognized 
this throughout our country. They have made tremendous conces- 
sions to the resort industry. In their own States they have taken 
into consideration the peculiarities of our business. When making 
such labor laws, they have borne in mind living conditions, student 
and trainee help, service employees, length of seasons, resort locations, 
board and lodging, handicapped workers, and they have investigated 
thoroughly and have concluded by their legislation that we in the re- 
sort. business really do have a problem. It is our sincere belief that 
our individual State legislatures, living close to and with this industry, 
can do their own housecleaning if such is necessary. 

To initiate a Federal wage-and-hour law that would fairly evaluate 
the peculiarities of our business from Maine to Hawaii would seem to 
me to be impossible. 

Thank you. 

(The statement follows :) 


STATEMENT OF IrvING A, HARNED, VICE PRESIDENT AND MANAGER, THE CLOISTER 
Horet, SEA ISLAND, Ga. 


Gentlemen, I am Irving A. Harned, vice president and manager of the Cloister 
Hotel, Sea Island, Ga. As chairman of the Resort Committee of the American 
Hotel Association, it is my privilege to present to you some facts, figures, and 
information which may be helpful in your discussion of proposed amendments to 
the wage-and-hour law. 

Before discussing the legislation which is pending before your committee, there 
are two very important matters that affect the resort industry directly which 
I would like to bring to your attention. One is our fear of increasing rates. 
The other is the great inroads that have been made on our business by foreign 
competition. 

May I respectfully point out what happens to our guest when he arrives at our 
resort here in the United States. 
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He pays— 

Ten percent tax on travel. 

State sales tax as high as 3 percent on room and board in many States. 

Cabaret tax on beverages and food when we have dance music or live en- 
tertainment: this was reduced to 10 percent day before yesterday. It was 
the last of the 20 percent wartime excises to be reduced. 

Ten percent admission tax to our beach clubs and swimming pools if an 
admission charge is made. 

Twenty percent dues tax for golf and tennis privileges if these facilities 
are classified as private clubs. 

I bring these to your attention to point out one thing—we are very hear the 
point of pricing ourselves out of our resort market. Our rates are generally as 
high as we feel we can go and still attract the average American family. At 
Sea Island we have raised our rates 5 percent to 6 percent in 6 years, but the 
consumer price index rose nine percent. A normal family of four visiting the 
Cloister Hotel during our summer months, when our rates are reduced to the 
point where we need an 80 percent occupancy to break even, will pay between 
$65 and S80 per day for room and board alone. Add to this gratuities, some 
golf, tennis, and a few other activities, and our family is spending close to $100 
per day. Frankly, I can't afford to pay these rates when I take my family ona 

vacation, and I wonder constantly how others can do it. 

Perhaps you feel that with rates such as we are now charging we are making 
a substantial profit. Let me give you the figures on the operation of our Sea 
Island resort in the year 1958. These, I might add, are typical of other resort 
operations throughout the United States. (By the way, our auditors have not 
come up with final 1959 figures. ) 

Gross income, $3,078,019. 

What happened to our dollar receipt : 


Wages: Percent 
Te eT qe an pmaamnn tae ne 39. 59 
eet gh sla Lae REISE CLES STASI OR Se) Spey bi + Ted, 3. 88 

BET RS ee CT OS oa A OR Tee eo 43. 47 

EES EEE On, om ES EA RT eee Saar wen ey at 7, 73 

is etl a es ERI eR RRR SP Race CT FON Sana oe and Se Leg 5): 3. 63 

DeCETeOM kk ck do aa SPS eeu eb eee OL 5. 84 

rms. ble Te 1 Oe ss ce eee oe a, Se Me | 

Cost of merchandise for resale (food, DAs on rent ks eather ina ba-bes 33. 47 

EEE EEE SO LS A ee a See eee | EES ae EPA 3. 75 

ne Meera Weta Sok. a a A ee ek 98. 06 

Available for expansion, dividends, and contingencies_____________ 1. 4 

ESE a ee a a a Soe. nee a 100. 00 


Resort hotels of the United States are fighting a losing battle against the 
competition from resort properties located outside the continental boundaries of 
our country. This is true in Canada and Mexico, and the West Indies, and even 
in foreign lands. Congress continues to cling to the 10-percent transportation 
tax on persons, covering all domestic travel. You will recall that this levy was 
imposed during World War II, as a deterrent to nonessential travel on our 
planes, trains, and buses. Meanwhile, you have long since repealed that levy 
on travel outside the country. Believe me, that is a real item to an American 
who is thinking of taking a long trip in the United States, with his family, and 
traveling on a common carrier. 

Further, these foreign countries frequently provide numerous forms of fi- 
nancial assistance to hotels, such as tax abatement, reduced real estate or per- 
sonal property levies, financial help in advertising, and other types of subsidy, in 
order to stimulate travel on the part of the American people. Beyond that, I am 
sure that every member of this committee is well aware of the great disparity 
in wages between those which exist in hotels of America, and those which exist 
elsewhere. Because of this wide variation, the competitive properties are able 
to underprice us seriously. Our future is threatened right now. If we are conm- 
pelled to increase wages substantially, it will further widen the competitive dis- 
advantage from which we are currently suffering. 

The U.S. State Department, and certain other departments of our Federal 
Government, have done everything they can to stimulate travel to foreign lands 
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on the part of our citizens. It was felt that this was a good way of assisting 
friendly allies in developing their own economy. We admit that the tourist dollar 
filters down through every section of a community’s economy. But we do feel 
badly that while making all these efforts to persuade our own American people 
to travel abroad, the Federal Government has not done a single thing to help our 
domestic travel interests hold their own against this increasingly vigorous 
competition. 

There are only two gestures, to our knowledge, that have been made in years: 
One is President Eisenhower's proclamation of “Visit the U.S.A. in 1960”; sec- 
ond, We welcome the proposed bills to establish a U.S. trade commission, which 
would, for the first time, seek to stimulate two-way foreign travel. We earnestly 
hope that the Congress will see fit to enact such legislation, as has been intro- 
duced by Senators Magnuson and Javits. 

Now let me present to you some facts which show what further increased 
labor costs would do to the resort industry. There are based on estimates of 
those increases we would experience if we were brought under the Federal 
Wage and Hour Act. I have with me the estimates of several different types 
of resort operations as to the effect on payroll which would follow the enactment 
of a bill such as H.R. 4488. For instance, labor costs at the Sea Island Co. 
would be booster to 56 percent of our income dollar—or $375,000. At the present 
rate structure the Sea Island Co. would make no net profit, but would have a 
net loss of $100,000 to $150,000 before taxes. Rates would have to be increased 
25 percent to yield our present modest earnings. With such rates our market of 
eligible guests would be greatly decreased. This could easily put us out of 
business. And ours is a typical resort operation. This same picture is true 
of many resort properties with which I am acquainted. 

In the following computations, we have not considered the value of meals and 
lodging, because we do not believe that it would ever prove practical for the 
Secretary of Labor to fix these values. After all, the value of meals and/or 
lodging would vary widely between each echelon of our employees. It would 
be impossible to arrive at a common denominator. Similarly, we doubt very 
much that any allowance for tips, toward the minimum cash wage, would ever 
be practical. Any service employee who has refused heretofore to report his 
actual tip income to the Internal Revenue Service is not likely now to report such 
income accurately to his employer or to the Secretary of Labor. So with this 
explanation, let me give you the following estimate of what would happen to 
several well-known resort hotels, which I have personally interrogated, if they 


‘ 


were brought under the Fair Labor Standards Act. 





| How such increase 








Increase in labor costs Percentage | would affect net 
| | results 
Wentworth-by-the-Sea, Portsmouth, N.H__.-.-...-----.------ 20 | Profit to loss 
Belleview Biltmore, Belleair, Fla_.........-..---- JAS | ESS 7 am i 67 Do. 
Mountain View House, Whitefield, N.H__--.......--....--.------.-.- 20 Do. 
Pocono Manor, Pocono Manor, Pa-_--.--------- i EP TRE HR Bet 30 Do. 





I have a very interesting computation from one of the Nation’s outstanding 
resort hotels, which I would like to call to the committee’s attention. The 
Grand Hotel, on Mackinac Island, Mich., the world’s largest gummer hotel, 
did the largest gross volume of business last summer that it has ever done in 
its history. And yet their auditors reveal that on the basis of that volume of 
business, the property would have shown a deficit of $35,000, had it been 
obliged to operate under Federal minimum wage of $1.25 an hour. 

A survey of 53 resort hotel operations, compiled by the Washington office 
of the American Hotel Association, reveals a true picture of our labor market. 
It illustrates the peculiarities of our industry and how it differs from other 
industries: how isolated from labor markets our resort can be (average 21 
niles from town) ; what a high percentage of employees must be provided rooms 
(60 percent), and meals (S4 percent) ; how over 48 percent are part-time and 
purely seasonal employees; 27 percent of these are unskilled or older persons; 
of these seasonal employees 38 percent are high school and college students who 
in a competitive labor market would not be considered for jobs. It further 
shows that close to 20 percent of these seasonal employees are housewives or 
others who do not desire year-round work. I say to you frankly that we simply 
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could not afford to employ these seasonal, unskilled workers if we were obliged 
to pay then $1 to $1.25 an hour, and overtime. 

Advocates of expanded coverage constantly argue that a man cannot provide 
for a wife and children on a wage less than $1.25 an hour. They give the im- 
pression that every employed person, even the part-time employee, is the head 
of a family. Let me call your attention to the fact that in our nationwide sur- 
vey of resorts, more than 50 percent of our employees are unmarried or have no 
dependents. 

The job assignments with a resort property are not comparable with any other 
industry. Our American plan resort hotels serve three meals a day at hours 
which must be for the convenience of our guests. They are usually confined to 
an hour’s period each for breakfast, lunch, and dinner. This means that full 
kitchen and dining-room staffs must be on duty for these 3 hours. Between 
these hours our staff, mainly living on our properties, has time off for swimming, 
golf, fishing, and other recreational activities. As of today, most resort hotels 
do not require their employees to punch a clock when they come on duty or 
take leave. But we would probably have to install such clocks as a means of 
protecting ourselves from claims for overtime, if we were brought under the 
Fair Labor Standards Act. 

Gratuity employees in a resort hotel have preferential jobs. They are re 
awarded for the individual, friendly, courteous service which they render. It 
is a form of incentive pay. A high degree of preference for such jobs has 
always been manifest. Resort hotels have never been able to eliminate tipping. 
It has been tried many times, and it has always failed. If so-called service or 
gratuity employees’ salaries were increased to the proposed level, the only re- 
course hotels would have would be to raise hotel rates, and use this money to 
pay increased payrolls. In order to hold our guests and to compensate for this 
tremendous increase to them, we would attempt to eliminate all tipping. How 
could we do it? It has never worked before when we tried in individual cities. 
It certainly hasn’t worked in Europe where a service charge is added to your 
bill, and still you can’t move without the proverbial outstretched palm. 

As chairman of the Resort Committee of the American Hotel Association, I 
have been contacted by hotelmen from all sections of our country. They are 
all terribly concerned about the effects that coverage under the Fair Labor 
Standards Act would have on their business. I have heard such statements 
as these: 

“It would put us out of business.” 

“It would price us out of the market.” 

“We would have to capitulate to our foreign competitors.” 

“We would lose our individuality and have to cut our service to the bone.” 

“We would become robots and no longer have a personality. All special serv- 
ices would have to be terminated.” 

Personally, gentlemen, as one who has operated the same resort for 27 years, 
I believe these statements. They are not made lightly. They are truths to be 
believed. They come from men who have lived with, and know, a personalized 
service industry—such as the resort business. They know that a wage and hour 
law will make it virtually impossible to hire student help, housewives, un- 
skilled, and older persons. If they can, they will mechanize, use automation, 
turn their resorts into motels and tourist courts, cut, cut, cut employees. It will 
be their only answer, a most unsatisfactory answer. 

In conclusion, gentlemen, I am sure that you have many times before heard 
reasons why this business or that cannot possibly endure further Government 
regulations. I can well imagine that you are becoming a bit numb to the hue 
and cry, but I hope most sincerely that our presentation to you here has pointed 
out what a different breed we in the resort hotel business are. State labor laws 
have recognized this throughout our country. They have made tremendous con- 
cessions to the resort industry. In their own States they have taken into con- 
sideration the peculiarities of our business. When making such labor laws, they 
have borne in mind living conditions, student and trainee help, service employees, 
length of seasons, resort locations, board and lodging, handicapped workers. They 
have investigated thoroughly and have concluded by their legislation that we in 
the resort business really do have a problem. It is our sincere belief that our 
individual State legislatures, living close to and with this industry, can do their 
own housecleaning if such is necessary. 

To initiate a Federal wage and hour law that would fairly evaluate the 
peculiarities of our business from Maine to Hawaii would seem to me to be 
impossible. 








sei 


ler 


of 
i 
be 
30 


th 
Tl 


ne 
lal 
an 
we 
pr 
we 
hi 





"2 eae v 


= 2 


-_— 





MINIMUM WAGE-HOUR LEGISLATION 597 


Mr. Packxarp. Now, Mr. Chairman, I would like to introduce Mr. E. 
Truman Wright, possibly not as well as Congressman Jarman intro- 
duced him. He represents the largest resort hotel in the world, to the 
best of my knowledge, with problems that he would like to tell you 
about. 


STATEMENT OF E. TRUMAN WRIGHT, VICE PRESIDENT AND 
GENERAL MANAGER, THE GREENBRIER, WHITE SULPHUR 
SPRINGS, W. VA. 


Mr. E. T. Wricutr. Mr. Chairman and gentlemen, I am E. Truman 
Wright, vice president and general manager of the Greenbrier Hotel 
located in White Sulphur Springs, W. Va. 

The proposed wage-hour legislation would mean an unspeakable 
burden to the seasonal resort hotel business. 

Though the Greenbrier is open all year, our business is definitely 
seasonal in nature. During the past 9 years, we have gradually 
lengthened our season and in 1956, actually earned a net profit for the 
first time in the current history of the property. 

The town of White Sulphur Springs came into being only because 
of the presence of the hotel development at the springs. 

Today’s Greenbrier provides employment for 70 percent of the em- 
bgerer in the community. From early March to mid-November, we 

ave approximately 1,000 people on our payroll, with half of that nuin- 
ber employed the year around. 

Our 1959 gross revenue was $6,640,000, and payroll totaled $2,- 
300,000, or 36 percent of our total income. The net profit, after taxes, 
was $395,000. 

We are a union shop, and our wage rates are as high or higher than 
those of any resort hote! with which we are familiar. 

Our business must operate 24 hours per day and 365 days per year. 
The additional employees required to comply with the cotuandidae’y 
40-hour week; and the across the board increase in wage rates, 
needed to maintain the differential between: skilled and unskilled 
labor, with a minimum of $1.25 per hour, would add between $950,000 
and $1 million to our annual payroll cost. Such an increase in cost 
would obviously preclude any hope of operating our business at a 
profit. With a minimum wage of $1.10 per hour, the added cost 
would still far exceed the net income of the best financial year in our 
history, 1959. 

It has been said—You will have 4 years to adjust to the 40-hour 
week and perhaps 4 or 5 years to get up to $1.25 per hour minimum.” 
Mr. Chairman and gentlemen, I respectfully submit that this would 
mean only a “lingering death,” rather than a sudden one, for our 
business. Such a financial burden will be just as disastrous to our 
operation, and to our community, in 4 years as it would be today. 

The overwhelming majority of our employees who now receive less 
than $1.25 per hour are the second or third working members of their 
families. These are principally in the laundry, chambermaid, and 
bellmen categories. Many of our elevator operators, lobby porters, 
lobby maids, and others are not supporting families, and they would 
be considered unemployable in any other type of work. 

Please permit me to use just one example to show how unnecessary 
a’ minimum wage is in a business such as ours. 
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The waiters and waitresses in our dining room are paid cash wages 
of $82.50 per month, or approximately 40 cents per hour; yet, our 
records clearly indicate that their income is at least $325 per month 
from mid-November to mid-March, and in excess of $500 per month 
for the balance of the year. This is cash income, and does not in- 
clude lodging, meals, uniforms, the hotel’s contributions to group life 
insurance, or the major medical insurance program for employees 
instituted last year, the entire cost of which is borne by the hotel, 

While we understand that the bill which is pending before the full 
Senate Labor Committee provides that credit shal] be given for meals, 
lodging, and tips, in computing the minimum wage, the extent of 
such credit is an unknown factor. Also, the recordkeeping obliga- 
tions of management would be enormous. The inclusion of tips as 
wages would lead to an impossible rate for overtime pay. A false 
report of tips by the employee would lead to a false report by the 
hotel, which would, in turn, be subject to severe penalties under the 
income tax laws. 

If The Greenbrier is forced to comply with the provisions of the 
proposed law, it would, as stated earlier, preclude any hope of profit 
as long as we attempt to retain our present standards of maintenance 
and service. These high standards are a most valuable advertise- 
ment, and our greatest hope of successfully meeting competition. ‘To 
retain those standards under the proposed law, it would be necessary 
to raise our rates approximately 40 percent. This would seriously 
curtail our volume, particularly when we are faced with competition 
of $17 a day American plan in some areas of the West Indies, and 
rates as low as $9.50 daily in other highly advertised vacation spots 
not too far distant. Many low-rate resorts have recently been 
brought within easy reach of our shores by jet aircraft. 

It would also be necessary for us to permanently discharge many 
of our present employees. This would adversely affect the economy 
of the community of White Sulphur Springs. 

On April 23, 1959, in the U.S. Senate, Senator Robert C. Byrd, of 
West Virginia, read into the Congressional Record a bit of the history 
of The Greenbrier. The Honorable Senator’s remarks support the 
fact that The Greenbrier is far more than a resort hotel; it is one 
of America’s great institutions, but it is possible to legislate it out 
of existence as a unit of free enterprise in our great Nation. 

For the reasons cited in this statement, I believe that extension of 
the provisions of S. 1046 and H.R. 4488 to include the hotel business 
is economically unsound and would work undue and unreasonable 
hardship, not only on the Greenbrier and many of its present em- 
ployees, but on all other resort hotel properties in this country. Fur- 
ther, I believe that, if the facts as set forth herein, which apply 
specifically to the resort hotel industry and to the hotel industry of 
America in general, were known to each Member of the Senate and 
the House, our country’s legislators would not vote to extend the 
coverage of the proposed legislation to include our properties. 

In all honesty, we are not making this statement lightly. State 
legislatures throughout America have wrestled with this problem for 
many years. Five States specifically exempt all hotel employees from 
coverage. An additional 13 States have a lower minimum wage re- 
quirement for hotel workers than for other industries. When com- 
puting the minimum cash wage, under their statutes, 14 States have 
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set up credit for meals and lodging furnished to employees. In some 
of these areas, the credit for meals and lodging can amount to one- 
half of the total required minimum wage. Further, in 10 States, a 
lower minimum is stipulated for service employees who receive 
gratuities. Also, most States have a variable minimum wage, based 
on different size cities and towns, urban or rural communities, et 
cetera. 

We do respectfully submit that where the States have found it so 
difficult to deal fairly with this industry, because of our peculiar 
problems, it would appear that Congress would be justified in con- 
tinuing to exempt industries such as ours. 

Thank you. 

Mr. Packarp. Mr. Chairman, I would like, if I may, to introduce 
Mr. Robert A. Wright, who will summarize his statement for you. 
Mr. Wright represents small hotels, which, after all, comprise 75 
percent of the hotels in the United States, and he will summarize his 
statement for you, if you please, Mr. Wright. 


STATEMENT OF ROBERT A. WRIGHT, OWNER, BURKE MOTOR INN, 
CARROLL, IOWA; CHAIRMAN, SMALLER HOTELS COMMITTEE, 
AMERICAN HOTEL ASSOCIATION 


Mr. R. A. Wrieur. Thank you, Mr. Packard. 

Mr. Chairman and gentlemen of the committee, I am Robert A. 
Wright, owner of the Burke Motor Inn in Carroll, Iowa. I have the 
honor of serving currently as chairman of the Smaller Hotels Com- 
mittee of the American Hotel Association and as president of the 
Northwestern Hotel Association. 

Mr. Chairman, I would like to follow your suggestion and sum- 
marize briefly my statement but turn my statement in to you if I may. 

I do represent that portion of the hotel business of 100 to 125 rooms 
or less which represents 75 percent of the Nation’s hotel establish- 
ments. I say this because we are small business and we are in a diffi- 
cult economic position at the present time. Many of our smaller 
hotels are losing money in spite of diligent efforts of their owners to 
upgrade and bring their establishments up to a standard demanded 
by the publie. 

Due to the bypass we are experiencing difficult adjustments because 
of overbuilding of hotels and motels along the highway and the down- 
town hotel is left in a somewhat isolated spot. Our costs have risen 
and, due to upgrading and due to room rates and meal charges, we have 
had to raise our rates to a point where we can very easily price our- 
selves out of the market. 

You have the statement of Congressman Moulder which was read 
into the Congressional Record, showing that if we are brought under 
the Fair Labor Standards Act our rates will be increased from 28.6 
percent as to rooms and 22 percent in the food department. 

So that, even in a good year, our occupancies have dropped from, 
quoting Horwarth & “Horwarth, in 1946, 93 percent down to 66 per- 
cent and lower. 

In good hotel operations an occupancy of at least 60 percent is very 
necessary as a break-even point. I have cited several hotels which are 
having diffic ulty showing the position of their employees which I bring 
to your attention in this ‘statement. 
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Some of them are seasonal, but most of them are small hotels and 
many of them could be added to this list. Some of the more obvious 
hanihdes experienced by hotels in these days of rising costs are 
noticed when we consider that we are competing with boarding and 
rooming houses and with the tourists homes which are operated by 
their proprietors and owners. 

We are also competing with the small restaurant and tavern, with 
cafeterias, and lunch counters in the food and beverage business which 
are also operated by their proprietors. 

In my own 100-room hotel located in an agricultural community in 
Iowa, I would be obliged to raise my rates, if brought under the $1.25 
an hour, 20 to 50 percent if Congress brought this wage act into force, 
This would place me in a position where most of my clientele, who con- 
sist of commercial men who travel on budgeted expense accounts, or 
are working on a commission basis, could not pay the increased rates 
and they would move to tourist homes or cheaper lodging and eating 

places. 

; Some of the more obvious hardships which come into immediate 
focus are these competing with these boarding houses which are owner 
operated. 

Hotels cannot adjust production schedules to insure that employees 
are fully productive during their working hours. We are open 7 days 
a week in an around-the-clock operation every day in the year and 
we must pay our employees regardless of occupancy, whether it be 5 
percent or 100 percent. It is becoming more difficult to operate 

rofitably due to the low occupancy of weekends in a commercial hotel 
in the Midwestern States such as I am operating. 

The present margin of profit in my hotel is now only about 3 per- 
cent on sales, too close to be comfortable. 

These problems are very real and are made more acute when the 
Federal Government dictates a mandatory wage for a small business 
establishment such as a hotel. 

What tipping does has been mentioned, but bellmen, doormen, and 
other service employees enjoy a rather substantial income from gra- 
tuities. Unless their tip income is recognized, minimum wage legis- 
lation would force many hotels to eliminate these employees. Exclu- 
sion of tips from consideration in meeting the minimum wage would 
be completely without justification. Doing away with tips has been 
tried and found simply impossible, simply because the public is 
accustomed to bestowing a gratuity in return for good service. The 
public will not accept such restraint. 

Furthermore, the arbitrary establishment of a minimum wage for 
such employees would create inequities between tipping and _ non- 
tipping employees, and would spell hardships on certain hotel em- 
ployees which would inevitably result in the curtailment of service and 
the reduction of bellmen, waitresses, and others in the tipping classi- 
fication. This would result in many of these people losing their jobs. 

The hotels and inns of the United States have helped build this 
country. Many of these fine old establishments have a reputation for 
good food and fine accommodations. They are the community centers 
of the town. We are constantly struggling to meet the demands of 
the public for new and expensive innovations such as air conditioning 
and television and the other things that the public demand in an up- 
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grading program. It is not uncommon any more for guests to de- 
mand swimming pools and other glamorous facilities which they have 
in new modern motels. 

However, in spite of this competition, hotels have maintained rea- 
sonable rates for public convenience but are faced with economic 


disaster due to the increased costs of remodeling, reconstruction, and 
maintenance. 


Therefore, it is obvious that the saddling of the hotel industry with 
a minimum wage of $1.25 an hour will place a great additional burden 
on us which will result only in failure and disaster to small hotel 
operators. 


(The statement follows :) 


STATEMENT OF ROBERT A. WRIGHT, OWNER, BURKE Motor INN, CARROLL, IOWA 


Mr. Chairman and gentlemen of the committee, I am Robert A. Wright, owner 
of the Burke Motor Inn in Carroll, lowa. I have the honor of serving currently 
as chairman of the Smaller Hotels Committee of the American Hotel Associa- 
tion and as president of the Northwestern Hotel Association. I would like to 
make a brief statement, revealing to you the impact of coverage under the Wage 
and Hour Act upon the smaller hotels in America. Smaller hotels usually are 
classified as those which contain 100 to 125 rooms. These account for more 
than 75 percent of all the Nation’s hotel establishments. 

I hope I can impress you with the fact that these places of business are now 
operating on a very slender margin of profit. Actually, many of them lose 
money year after year, in spite of the diligent effort of the owners to earn a 
profit. We are experiencing a difficult adjustment, because of overbuilding of 
hotel, motel, and motor hotel accommodations in this country. Further, our 
costs have risen, necessitating frequent increases in our room rates and meal 
charges, to a point where some of us fear that we have priced ourselves out 
of business to many travelers who formerly patronized us. 

Congressman Morgan Moulter, of Missouri, our neighbor in Iowa, placed in 
the March 29 Congressional Record a carefully documented statement, revealing 
the squeeze which hotels are already facing, growing out of reduced occupancy 
and increased costs. The statement which he inserted revealed that payroll in 
the rooms department of smaller hotels in his State would have to be in- 
creased by approximately 28.6 percent, and by 22 percent in the food department, 
if the establishments were brought under coverage of the Fair Labor Standards 
Act. It was also computed that if employers were obliged to pay a minimum 
wage to service employees, irrespective of their income from gratuities, the 
minimum wage in the rooms department payroll would increase 48.8 percent 
over what it is now, and would have to be boosted by 35.6 percent in the food 
department. Even in a good year, hotels normally net only 6 percent to 10 
percent of sales before income tax, so it is obvious that with so slender a profit 
margin, no increased wage costs of any consequence could be absorbed. The 
statement stressed the fact that hotels in the smaller towns are experiencing a 
more difficult squeeze than any other properties in the country. Nationwide fig- 
ures, published by Horwath & Horwath, attest the fact that occupancy averages 
have been straight down, year by year, since 1946. Without any single in- 
terruption in this downward trend, the occupancy figures fell from 93 percent 
to 66 percent in 1959. In good hotel operation patterns an occupancy of 
approximately 70 percent must be maintained in order to break even. 

In one of the better small hotels in Illinois, the Hotel Leland, Springfield, the 
auditors have advised Senator Douglas that payroll costs would rise $108,378 
per year even if a minimum wage of $1 per hour were imposed upon their 
employees. They, too, point out that their occupancy has declined steadily for 
each of the past 10 years. There is much evidence, however, that they offer 
satisfactory employment conditions, since out of 150 employees, eight have 
been with them for 25 years, 14 for fifteen years, another 14 for 10 years, and 
37 employees for 5 years or longer. Obviously, they could not continue recruit- 
ing employees over a long-time period unless there were distinct advantages 
in working in that particular establishment. 

I have data on a small hotel in the Deep South, revealing the severe pinch 
which they are experiencing in recent years, growing out of increased costs 
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and room and meal prices which are driving guests away. Its cash payroll was 
more than 20 percent of gross receipts a year ago, in addition to which it feeds 
and houses all employees. This brings the total labor costs to more than 30 
percent. Bringing the property under a $1.25 minimum wage, irrespective of 
overtime, would require an increase in present payroll costs of 40 percent, a 
figure which the owner insists would be ruinous, This particular property, 
located in an area where winter travel abounds, has a revenue producing period 
of 105 to 115 days a year. 

It isn’t only in smaller properties, however, where an ext raordinary squeeze 
is oceurring these days. I have figures here for a 410-room hotel in one of the 
lurger cities in Tennessee. This is one of the best managed properties in that 
State. and is one of the real assets of the community in which it is located. 
But for the past 5 years, it has operated at a net loss of $3,297.42. It certainly 
is obvious that such an establishment would be unable to absorb any increased 
wage costs. 

Some of the more obvious of the hardships experienced by a small hotel in 
these days of rising costs are noted when you consider that we are competing 
with boarding and rooming houses, and with tourist homes for lodging business. 
Then we compete with the corner restaurant or tavern, cafeterias, and even 
drug store lunch counters for food and beverage business. Many of these latter 
establishments are operated by proprietors or partnerships, who would not be 
affected by coverage under the wage and hour law, since they engage few if any 
employees. 

In my own 100-room hotel, located in an agricultural community in Iowa, 
I would be obliged to raise my rates from 25 to 50 percent if Congress brought 
me under the Wage and Hour Act, at anywhere between $1.10 and $1.25 an 
hour. For the most part my clientele consists of commercial men who travel 
on limited expense accounts, or who are working on a commission basis. I 
doubt very much that they could pay such increased rates. 

Some of the more obvious of our hardships come into immediate focus: A 
small hotel competing with a nearby boarding and rooming house, tourist homes, 
and the like: competition with the corner bar or tavern for food or beverage. 

Hotel rates are based principally on labor costs. Hotels are not selling a 
product made of raw materials, but an intangible of “services performed.” 
Further increases in labor costs across the board cannot be absorbed, but would 
have to be passed on to the guest. 

Hotels cannot adjust production schedules to insure that the employees are 
fully productive during working hours. We are open 7 days 2 week around 
the clock, every day in the year, and must pay our employees whether occupancy 
is 5 or 100 percent. It is becoming more and more difficult to operate profitably 
due to low occupancy over weekends in a commercial midwestern hotel such 
as the one I operate. The present margin of profit in my hotel is now only 
about 3 percent on sales, too close for comfort. These problems are verv real 
and are made more acute when the Federal Government dictates a mandatory 
wage for a small business establishment such as a hotel. 

Bellmen, doormen, and other service employees enjoy rather substantial 
income from gratuities. Unless their tip income is recognized, minimum wage 
legislation would force many hotels to eliminate these employees. Exclusion 
of tips and gratuities from any consideration toward meeting the minimum 
wage would be completely unrealistic and without justification, Furthermore, 
the arbitrary establishment of a minimum wage for such employees would create 
inequities between tipping and nontipping employees, and would spell hard- 
ships on certain hotel emplovees which would inevitably result in the eurtail- 
ment of service and the reduction of bellmen, waitresses, and others in the 
tipping classification. This would result in many of these people losing their 
johs. 

The hotels and inns of the United States have helped build this country. 
Many of these fine old establishments have a reputation for good food and fine 
accommodations. These establishments are necessary to commerce, to tourists, 
and to the people of our communities. We are constantly struggling to meet 
the demands of the public for new and expensive innovations such as air 
conditioning, television, radio, and improvements in our furnishings and fixtures. 
It is not uncommon any more for our guests to demand swimming pools and 
other glamorous facilities. However, in snite of this keen competition hotels 
have maintained reasonable rates for public convenience, but are faced with 
economic disaster due to increased costs of remodeling, reconstructing, and 
maintenance, 
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Therefore, it is obvious that saddling the hotel industry with a minimum wage 
of $1.25 per hour will place a great additional burden on us which can result 
only in failure and disaster. 

Mr. Packarp. Thank you, Mr. Wright. 

Mr. Lanprum. Thank you, gentlemen. 

Without objection, we will request that the entire statements of these 
gentlemen be included in the record with their summary. 

Mr. Packarp. May I ask your indulgence in one thing more, Con- 
eressman Landrum? IT thought perhaps Congressman Dent might 
like to hear a statement from one of his men from Pennsylvania. We 
have told you the troubles of our smaller hotel operators, and of the 
big resorts. We would like to tell you a little about some of the 
smaller resorts if we may be hearing from Mr. L. Gardner Moore of 
Pennsylvania. It will only take a few minutes. 

Mr. Lanprum. I did not know that we had him here. 

We would be glad to hear him. 

Mr. Denr. Pennsylvania is still part of the Union. 


STATEMENT OF L. GARDNER MOORE, GENERAL MANAGER, 
BEDFORD SPRINGS HOTEL, BEDFORD SPRINGS, PA. 


Mr. Moore. Mr. Chairman and gentlemen, I am I. Gardner Moore, 
general manager, Bedford Springs Hotel, Bedford Springs, Pa. 1 
am appearing today in behalf of the resort hotels of Pennsylvania. 
This group is composed of private companies and independent opera- 
tors, and mostly of individuals who have invested their own money in 
their properties. These people are engaged in free enterprise in the 
traditional sense of the term. These hotels range in size from 25 
rooms to a maximum of 250 and 90 percent are open only during the 
summer months, or, at the most, late spring to fall; only 10 percent 
are open the year around. 

These hotels, in order to attract the vacationer, are located in 
scenic rural areas of Pennsylvania and have become over the years 
an integral part of the smaller communities in which they are located. 
Therefore, the hotel’s success or failure affects the economy of the 
entire community. These hotels are operated on a local level in that 
the great majority of employees are residents of the county or district 
in which the hotel is located, and the artisans, merchants, and bankers 
tie their businesses to the needs of the local resort. Any change affect- 
ing the financial success of these properties not only affects the oper- 
ators but also affects the whole community. 

Should the bill that is being discussed here before this committee 
ultimately bring resort hotels “under a Federal minimum wage law, 
the economic results will be serious to these smaller communities for 
it would certainly close many resort hotels. 

To show what Federal coverage would mean to one of Pennsyl- 
vania’s larger resorts, I have here an auditor’s analysis, and this analy- 
sis definitely shows this hotel could not operate at a profit even at the 
present level of Federal minimum wage. Since the vacationers are 
already complaining about resort costs, a higher rate would mean less 
volume of business which would of necessity bring about the eventual 
closing of the establishment. 

We do employ a higher ratio to guests than in most. hotels. Ours 
is one and a half employ ees per guest room. The reason is that we 
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have to maintain not only the hotel rooms but we have to maintain 
golf courses, swimming pools, and riding stables. 

I would like to mention some of the traditional type of people that 
we employ in the hotel field. Traditionally, a resort is a home away 
from home for employees. Almost all resorts furnish, as a part of 
pay, uniforms, rooms, three meals a day and even meals and rooms on 
their days off. Those in the service category receive substantial tips, 
as has been brought out here, and we have estimated and we think 
our figures are correct that it is 50 cents an hour or more. 

Resorts offer employment to different types of employees, the young 
and old alike. At a resort hotel, the pressure is much less and there is 
time for employees training, making it possible to offer jobs to many 
who would otherwise be calealarelite. 

Resorts offer summer jobs to students. I am sure some members of 
this committee or members of your families have worked in vacation 
spots during the summer vacation. This year every Pennsylvania re- 
sort is being besieged with applications from young people all over the 
country who are anxious to spend the summer in Telightful surround- 
ings. A great majority of these have no intention of remaining in 
hotel ree after graduation but without this work many of these 
students might not be able to finish their education. There are others 
who are without formal education but have some training in this type 
of work. They are the ones we call pros or followers of the sun. 
They find employment in both summer and winter resorts. Last but 
not least are the local people, in some cases wives of farmers or local 
workers who need to supplement their income to keep going, local 
artisans who, due to age, And it difficult to obtain employment in the 
local community. 

In 1958, the Pennsylvania Wage Board recognized the difference 
between resort hotels and other types of business and came out with a 
special order giving quite Jarge concessions in the operation of re- 
sorts, 

In conclusion, I submit to this committee that resort hotels of Penn- 
sylvania described in this statement are not engaged in, and their 
operations do not affect interstate commerce. They should not be 
considered as coming within the purview of Federal legislation. 

They are entirely local in character. 

Thank you. 

(The statement follows :) 





STATEMENT OF L. GARDNER Moore, GENERAL MANAGER, BEDFORD SPRINGS HOTEL, 
BEDFORD SPRINGS, PA. 


Mr. Chairman and gentlemen, I am L. Gardner Moore, general manager, Bed- 
ford Springs Hotel, Bedford Springs, Pa. I am appearing today in behalf of 
the resort hotels of Pennsylvania. This group is composed of private companies, 
and independent operators, and mostly of individuals who have invested their 
own money in their properties. These people are engaged in free enterprise in 
the traditional sense of the term. These hotels range in size from 25 rooms to a 
maximum of 250—90 percent are open only during the summer months or, at the 
most, late spring to fall; only 10 percent are open the year around. 

These hotels, in order to attract the vacationer, are located in scenic rural 
areas of Pennsylvania and have become over the years an integral part of the 
smaller communities in which they are located. Therefore, the hotel’s success 
or failure affects the economy of the entire community. These hotels are op- 
erated on a local level in that the great majority of employees are residents of the 
county or district in which the hotel is located, and the artisans, merchants, 
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and bankers tie their businesses to the needs of the local resort. Any change 
affecting the financial success of these properties not only affects the operators 
put also the whole community. 

Should the bill that is being discussed here before this committee ultimately 
pring resort hotels under a Federal minimum wage law, the economic results will 
be serious to these smaller communities for it would certainly close many resort 
hotels. 

To show what Federal coverage would mean to one of Pennsylvania’s larger 
resorts, I have here an auditor’s analysis, and this analysis definitely shows 
this hotel could not operate at a profit even at the present level of Federal mini- 
mum wage. Since the vacationers are already complaining about resort costs, 
a higher rate would mean less volume of business which would of necessity bring 
about the eventual closing of the establishment. 

Resore hotels employ a high ratio of employees to guest rooms, averaging 
more than one employee per guest room. This high ratio derives from the fact 
that resorts must maintain golf courses, swimming pools, stables, and recrea- 
tional facilities, plus grounds and buildings not necessary in the operation of 
other types of properties. 

Now regarding these people employed in resorts, first, their working conditions 
are materially different from their city counterparts; traditionally, a resort is a 
home away from home for an employee; almost all resort hotels furnish, as a 
part of pay, uniforms, rooms and three meals a day, even on their days off. 
Those in a service category receive substantial income from tips. With these 
added remunerations, the resort employees’ wage is well above the average, and 
the actual take-home or left-over cash in an employee’s hands is higher than 
other workers in comparable jobs. 

Resorts offer employment to a different type of employee, the young and the 
old alike. At a resort hotel, the pressure is much less and there is time for 
employee training making it possible to offer jobs to many who would other- 
wise be unemployable. Resort hotels offer summer jobs to students. I am sure 
some members of this committee or members of your family have worked during 
a vacation period at a resort. This year every Pennsylvania resort is being 
besieged with applications from young people from all parts of the country, who 
are anxious to spend the summer in such delightful surroundings. The great 
majority of these have no intention of remaining in hotel work after graduation, 
but without this work, many of these students might not be able to finish their 
education. 

There are others, usually without a formal education, who, after training, 
have decided to make their life’s work in the resort field. These folks are known 
tous a pros or followers of the sun; they find employment in both summer and 
winter resort hotels. 

Last, but not least in numbers, are the local residents. <A large percentage 
are women, and in some cases wives of farmers and wives of other local workers 
who need to supplement their income to keep the family going; local artisans 
and laborers who, due to age or lack of skill find it difficult to obtain work in 
their community, find that their services can often be used in a hotel. 

As late as 1958, a minimum wage order for women and minors was issued in 
Pennsylvania. To establish a basis for this order, hearings were held throughout 
the State by a board appointed by the Governor. This board was composed of 
three industry members, three public members, and three labor members, all 
of whom were union officials. At the conclusion of these hearings, a minimum 
wage rate was established for hotel workers, based on size of city and other 
local factors. Also, allowances for tips, rooms, and meals for a 48-hour week 
were agreed upon. Due to studies made by this board, a special wage order 
was issued for resort hotels. Cognizance was taken of the difference in resort 
employment. A weekly rate of pay, with allowances for tips, rooms, and meals, 
was established. I have here a copy of this wage order, if the committee is 
interested. If a minimum wage order for one single State had to contain so 
many variable factors to allow for local circumstances, I don’t see how you 
could ever hope to establish one uniform minimum wage for our industry 
throughout the 50 States. 

In conclusion, I submit to this committee that the resort hotels of Pennsyl- 
vania, described in this statement, are not engaged in, and their operations do 
hot affect, interstate commerce. They should not be considered as coming within 
the purview of Federal legislation. They are entirely local in character. 
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Proposep FEDERAL MINIMUM WAGE LAW 


A study was performed on the 102 staff members affected by the proposed 
wage law to determine the increase in the payroll and guestroom rates in order 
to compensate for the increased labor costs. 

The basis used for this study was the Pennsylvania minimum wage law allow- 
ances except a 40-hour week with time and one-half over 40 hours was used in 
place of a straight 48-hour period. 


|Percent] 


Increase in Increase in Effect on 
payroll pet room rates | profit or loss 

| year for year 
$1.25 30 19 ~213 
$1.25 ¢ a 29 18 — 20 
$1. 25 M 20 13 —142 
$1.25 Land M 14 a —100 
$1.25 L, M, and G_. 13 S —93 
$1.15 2H 16 —93 
$1.15 G : 24 5 —171 
$1.15 M ‘ 15 ) —107 
$1. 15 1, and M “ 12 8 —86 
$1.15 L, M, and G. y 6 —18! 
$1. 10 24 15 —171 
$1.10 G = 21 13 — 149 
$1.10 M- 13 8 ae 
$1.10 Land M_. i 10 6 —% 
$1.10 L, M, and G_- 8 5 —57 





G= Gratuity allowance. 
L= Lodging allowance. 
M= Meals allowance. 


Mr. Denr. Mr. Moore, I want to say that, although of late because 
of being in Washington I have not had the pleasure and opportunity 
of staying at the Springs, for many years I at least made two or three 
visits every year. I know what kind of place you run and I know 
exactly the operation and the difficulties you have, and exactly where 
you are situated in that any additional burden may mean the differ- 
ence between staying in business or getting out. 

I know that of my personal knowledge because of my close asso- 
ciation with your predecessor over many years. 

I want to assure you that I think I speak for the whole committee 
when I say that the problem of resort hotels is one that. is a little 
peculiar to the industry and I know that for myself it will get every 
consideration. 

Mr. Moore. Thank you, sir. 

Mr. Roosevetr (presiding). Thank you very much, Mr. Moore. 

I think the chairman meant me to ask the first question. 

Mr. Packarp. I think he recognized you, Congressman Roosevelt; 
yes. 

Mr. Roosrvetr. I am going to try to make it very brief because the 
full subcommittee is here. 

Mr. Wright, may I ask you first what is the average yearly volume 
of a so-called small hotel? Let us take yours as a ‘specific example, 
your 100-room hotel. 

Mr. R. A. Wrienr. I am doing about a $300,000 business, Mr. 
Roosevelt. 

Mr. Roosevert. So that, actually, your hotel would be exempt under 
the bill, would it not ? 

Mr. R. A. Wricnr. Yes; it would. 

Mr. Packarp. We do not so interpret the bill. 
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Mr. Roosrverr. As it is presently drawn, I think I would have to 
agree With you, but can you give me some idea about how many of the 
resort hotels would come in a category of a gross of over $1 million ? 
I know that the Greenbrier would but I am thinking of percentage- 
wise how many would come into a gross of, let us say, $1 million or 
more ¢ 

Mr. Moore. In Pennsylvania, I would say there are at least 10. 

Mr. Pacxarp. I would say the average small hotel, Congressman, 
such as Mr. Wright operates, or as I operate which represents 75 per- 
cent of the hotels in the country, would do under $500,000 in gross 
sales. It so happens that we operate seven in Ohio and as such ‘they 
all are good ones as Congressman Ayres knows. They do less than 
$500,000 each in gross sales. 

Of course, where you get into a common thread of ownership, of 
course I either must divest myself of six of them or I am under it, too. 

Mr. Roosrverr. Now, in Mr. Truman Wright’s statement on page 2, 
he made a statement that interested me a little bit not because of your 
particular problem but as it affects some others. You made the 
statement that your records indicate that, although the cash wages to 
your waiters and waitresses were only $82.50 a month that their actual 
wages were at least $325 per month from mid-November to mid- 
March, and in excess of $500 a month for the balance of the year. 

What kind of records are those ? 

Mr. E. T. Wrieutr. At White Sulphur Springs. we are willing to 
admit that the only winter months are December, January, and Feb- 
ruary, regardless of what the weather may be, and in those 3 months 
we have what is referred to as a package rate. The advertised rate 
for all rooms in the house is $21 per person per day with two in the 
room and $23 per person per day single. That rate includes the room, 
the meals, gratuities, the bellmen on arrival and departure, a 15 per- 
cent gratuity to the dining room staff on the $10 daily allocation to 
the food department whic h is the $1.50 per guest per day for dining 
room gratuities, and 50 cents per day for chambermaid. Because 
that is an advertised rate and the guests know in advance, it is very 
necessary that we keep those rec ords, and that we disburse the money 
to the individual employees. It is all subject to social security taxes 
and withholding taxes; and that is the way we have a very definite 
knowledge of their income from gratuities in those 3 months of the 
year. 

Mr. Rooseverr. The reason I bring that up is that in your state- 
ment, sir, you said it would be almost impossible to keep such a record. 

Here Mr. Wright tells me that he does it in the normal course of 
business. 

Mr. E. T. Wricur. It is a very expensive record to keep. May I 
respectfully point out, sir, that our winter operations have never been 
profitable. 

Mr. Roosrvetr. If you have to keep them for social security and 
other reasons, we would not really be imposing an additional burden 
on you, would we / 

Mr. E. T. Wricur. I think it would be quite a burden because this 
is a package deal. The guest knows before he arrives what he is 
going to pay. We know ‘that the employees receive additional gra- 
tuities. How much we cannot determine because they do not tell us 
and the guest does not tell us. 
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Mr. Roosrve.r. Of course, my colleague and I were discussing a 
minute ago the fact that you probably know the Internal Revenue 
Department has devised a system in various other occupations in- 
cluding taxicab drivers where gratuities are paid for; a formula 
under which the gratuities should be measured for reporting pur- 
poses and, while I would agree that I would certainly want to see that 
it was done in a manner that would bring as little 1f any additional 
burden to you, I think it is really not a strong argument to say that 
it cannot be done because I think it can be done and is being done 
sometimes by the employee himself rather than the employer for 
income-tax purposes. 

It is an administrative proposition and my fear would, very 
frankly, be not so much the intent but the application of the law as 
it was administered by the bureau itself or by the department. 

How many States have included hotels under their minimum wage 
statutes? Can anybody answer that? 

Mr. Packarp. I think we have that figure here for you. 

We will supply it for the record if you want, Congressman. 

Mr. Roosevett. I would appreciate it if you would. 

Mr. Packarp. With the voluminous files that our colleague is carry- 
ing there I do not think he will find it before the quorum call. 

Mr. Roosrvetr. I would be very happy if you would supply it. 

Mr. Packarp. We will supply it to you. 

Mr. Roosrvetr. Mr. Harned, you made the statement, I think, that 
of your employees 50 percent of them are single. What about the 
other 50 percent? By deduction I gather that the other 50 percent 
are married. How do they get along on less than the minimum wage! 

Mr. Harnep. I think that, as far as our resort operations are con- 
cerned, the great majority of our employees, like room clerks and peo- 
ple in that category, and a great number of our cooks and people that 
do that type of work are above the minimum wage, but the great ma- 
jority of the people that are affected are the service employees and, of 
course, the people to whom we give room and board. We have an 
unusual number of husbands and wives, for instance, who work to- 
gether in a hotel. They come with us and get their room and board 
and one of them saves their salary while they are getting their room 
and board. They do not have these expenses and eventually they 
move on to some other business. . 

Mr. Roosevert. Let me ask you specifically on that point. I think 
your records will show that on most of the State minimum-wage laws, 
perhaps arbitrarily but nevertheless there have been formulas set. out 
under which the room and board is definitely measured and allowances 
made or perhaps they use the other method and actually lower the 
minimum wage to give in effect what would be a credit for room and 
board. Why do you think that that is such an impossibility under a 
Federal law ? 

Mr. Harnep. The main reason is that I think that our feeling would 
be, and I am quoting my own thinking, that it would be so difficult to 
administer that, as I said, from Maine to Hawaii. 

Mr. Roosreve.tr. But you are doing it anyway under the State law. 

Mr. Harnep. No; each State law is different. 

_ Mr. Rooseverr. But in one way or another you are doing it in the 
State laws. 
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Mr. Harnep. Not every State has that law in the first place. 

Mr. Roosrvetr. No; but I think we have produced the figures now 
of about how many do. 

Mr. Harnep. But my point is how difficult it would be where they 
do vary in the States today; where there are many States who do not 
have this State law or a minimum wage how difficult it would be to say 
that the people living in one community, we will say in Maine, have 
the same living costs and the same expenses that a person living in 
New York or California would have, or a person living in Georgia, in 
the mountains of Georgia, the resort hotels up there would have. 

Their living expenses are so entirely different that, if you were to 
consider these factors that the States have in their legislation, it would 
be so difficult to do it all over the 50 States with living conditions and 
labor markets and all the rest being so entirely different. That is our 
point. That is our experience, I will put it that way, the experience 
of resort people. 

Mr. Rooseverr. I appreciate the argument. Although I may not 
wholly agree with you, I would like the record to show that I do recog- 
nize that I think a resort hotel has an entirely different problem from 
many of, let us say, the chain hotels, such as the Sheraton, or something 
of that nature. 

I am not without sympathy for the point of view you have 
expressed. 

Mr. Packarp. Congressman, there are 31 States which make some 
special concessions to hotel employees or exempt them all together 
under State law. 

In my own State of Ohio, as an example, we have a differentiation 
between service employees and nonservice employees. Service em- 
ployees are 52 cents an hour in Ohio and nonservice employees I think 
are 78 cents, if I remember correctly. Also in quite a number of the 
States, inside the State itself, you have a law that differentiates as to 
to the size of the city. We used to have it in Ohio, Congressman 
Ayres, if you remember, over 5,000, under 5,000, 50,000 and so forth. 

I think the point that Mr. Harned would like to make, and certainly 
I would like to add to it, is this: If we, inside of a State itself, must have 
certain variations as to the application of this law, surely in a country 
as big as this, if a dollar and a quarter an hour is all right for the city 
of New York it is not needed in a backwoods town of Kentucky. 

Mr. Roosevetr. I come from the State of California which, like 
many of the States, is subject in the State legislature to different 
pressures, especially in legislation of this kind, and we have found 
very definitely that the rural areas and the smaller areas have a far 
larger proportion of the votes in a State legislature than do the city 
areas and they have been very successful in setting these so-called 
preferential matters up, as I think you well know. 

Mr. Lanprum (presiding). Why do you not go to Atlanta and tell 
the folks about that ? 

a Roosevett. I am just not too impressed with that particular 
idea. 

Mr. Dent. We have the same differentiation on the basis of popu- 
lation in Pennsylvania. The law in Pennsylvania is based on popu- 
lation also. 

Mr. Lanprum. Mr, Ayres? 
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Mr. Ayres. Mr. Packard, we appreciate your operation in Ohio and, 
frankly, | think you have presented the most detailed statements for 
your point of view that we have had before the committee. 

I would like to ask Mr. Wright, of the Greenbrier, how many unions 
you have to deal with in your operation, 

Mr. E. T. Wricut. We deal with seven unions, sir. 

Mr. Ayres. You have a contract with each of the seven different 
unions ¢ 

Mr. E. T. Wrigur. Each of the seven; yes, sir. 

Mr. Ayers. I notice in your statement that you apparently then have 
negotiated a contract whereby the union has agreed that 40 cents an 
hour is the best figure they could get in their negotiations for the wait- 
ers and waitresses, is that right / 

Mr. E. T. Wrieur. It is not put on an hourly basis in our contraet, 
sir, because they do not work a limit of 45 hours per week, 

The contract for waiters and waitresses I interpolated into an hourly 
rate just for purposes of illustration. 

Mr. Ayres. Your contract calls for $82.50 per month / 

Mr. E. T. Wrienr. Yes, sir: and the contract calls for any two meals 
of a day constituting a day’s work. But, at the same time, the con- 
tract does not call for an hourly limit to the week. Anything more 
than 12 meals per week involves overtime. 

Mr. Ayres. When you negotiated that contract, was that with the 
Waiters and Bartenders Union ? 

Mr. E. T. Wricur. That is the Hotel and Restaurant Employees 
Union, headquarters in Cincinnati. 

Mr. Ayres. When they negotiated that contract, if they had felt 
that your operations would stand more, they would have pushed for 
more, is that right ? 

Mr. E. T. Wrieur. Sir, may I respectfully state they always push 
for more. 

Mr. Denr. By the same token, you always push for a little less. 

Mr. Ayres. Then they rece enized that you have an operation 
in which this was the best contract they could get for the employees 
that they represent ? 

Mr. E. T. Wricur. Yes, sir. 

Mr. Dent. Would you yield, Mr. Ayres / 

Mr. Ayres. Surely. 

Mr. Denv. Is it not their opinion and yours, too, that this amounts 
to not the 40 cents which it works out to be in actual cash on the $82 a 
month basis but, considering the rooms, and meals, and oveinital 
that it amounts to even more probably than the $1.25 proposed i in this 
bill ? 

Mr. E. T. Wricur. Indeed, sir. 

Mr. Ayres. He goes on to say in his statement that $325 is a mini- 
mum and $500 the 1 maximum. 

What I am getting at is that, due to the type of operation that you 
have, this was the “type of contract they felt was best for their 
employees. 

Mr. E. T. Wricut. Yes, sir. 

Mr. Ayres. Now, you are saying that if we in the Congress step in 
and change this method of oper ation that you have by insisting that 
we have to have $1.25 that it would not be as feasible for you to 
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operate under a congressional mandate as it is for you to operate under 
a freely negotiated contract. with the union ? 

Mr. E. T. Wricur. That is correct, sir. 

Mr. Dent. I am glad to see you for that. 

Mr. Ayres. That is all. 

Mr. Lanprum. Mr. Dent. 

Mr. Denv. I have no questions. 

Mr. Lanprum. Mr. Hiestand. 

Mr. Hirstanp. Gentlemen, I am concerned about this matter of 
overtime. I realize that you cannot operate in many parts of your 
business on a 40-hour week and you have to run split shifts and have 
time off, and so forth. The adoption of this law conceivably might 
hurt in overtime much more than it would in base time. Is that a 
fact or not ? 

Mr. Harnep. Very definitely. 

Mr. E. T. Wrieut. It would hurt seriously. However, the adjust- 
ment. in the wage levels between skilled and unskilled labor would 
hurt with the daily wage rates; for example, our maintenance, car- 
penters, plumbers, electricians. 

Mr. Hrestanp. Those people who do not get tips? 

Mr. E. T. Wrieut. Yes, and who now have the greatest spread 
between the unskilled labor and themselves would have to be brought 
up to practically a construction contractor’s rate for those crafts, 
and in our case they are maintenance employees. The union recognizes 
that and goes along with the rate differential which is around $2 an 
hour instead of $3.50, $4 and up experienced in the construction 
trades. 

Mr. Hiestanp. That is the prevailing average for that type of work 
in your area ? 

Mr. E. T. Wricnt. Yes, sir. 

Mr. Hiestanp. And the unions negotiated that contract? 

Mr. E. T. Wriaut. Yes, sir. 

Mr. Lanprum. Mr. Pucinski. 

Mr. Pucrnsxt. Mr. Chairman, this testimony this morning is very 
revealing to me from a standpoint that may not necessarily have any- 
thing to do with this legislation. So frequently before this committee 
[ have heard witnesses come here and tell us how brazenly the unions 
disregard the problems of the employer and extract unreasonable 
demands from the employer and just run roughshod over his rights in 
their demands, and the general picture painted frequently by witnesses 
isa rather unpleasant one. 

I am very happy to hear these witnesses come here today and tell 
this committee that, in their negotiations with their employers, the 
unions had recognized many of their problems and worked out wage 
standards and wage scales that take into consideration the peculiar 
problems of your industry. 

In the restaurant union, I believe the gentleman from the Green- 
brier pointed out that the unions had recognized certain inherent 
Tapa of your industry and have negotiated contracts which call 
or wage remunerations which are way below the standards being pre- 
sented or proposed in this law. 

Mr. E. T. Wrieut. That is right. 

_ Mr. Puctnsxt. I think this is very healthy testimony because it does 
indicate that at least in some industries or in many industries you do 
55097—60—pt. 2-9 
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not have this violent difference of opinion between the union and the 
employer. They work together and they try to understand each 
others problems. So that, this testimony of yours to me has been very 
helpful. 

I would like to ask any one of you gentlemen and perhaps Mr. 
Packard, who I believe is the principal spokesman here, do you feel 
that there is a general need for improvement of the Fair Labor Stand- 
ards Act in America? I am not particularly concerned about your 
own industry, but do you feel that generally Congress will have to try 
to do something about this entire problem ? 

Mr. Packarp. Actually, and you are asking me as an individual 
what my feelings are in that matter, I believe this: In the first place, 
T just do not believe there is slave labor any more in this country. 
Frankly, that is my own personal opinion. I believe this: As it might 
be applicable to our industry that if you have a ceiling that is too high 
for us to operate under successfully, then we must either mechanize or 
eliminate employees or change our system of operation so that ulti- 
mately the employee loses in his job opportunities. I do not believe 
it is good for the employer because I do not believe most of them can 
get the payroll on Saturday night under Government supervision. 

I do not believe it is good for the public so that, for those who still 
operate a business, the public will have to foot the bill for advancing 
costs, and I do not believe it is good for Government because it 1s 
going to open a whole new field of supervision for you that you have 
never tapped before, so, as a consequence, if it is not good for the 
employee and it is not good for the employer, and it is not good for the 
public and for the Government, why do you want to bother with it? 

Mr. Puctnskt. Now, it should be perfectly apparent to you that you 
would not be here today and we would not be here today studying this 
legislation if at least there was not sufficient agreement somewhere 
along the line that we do have to improve the Fair Labor Standards 
Act whether we extend the coverage or whether we increase the base 
minimum from $1 upward. You have certainly stated a very fine 
case here today that you have peculiar problems, problems peculiar 
to your industry, and I have to repeat what I said many times before 
in this committee. I, for one, and I am sure no other Member of 
Congress wants to just deliberately drive anybody out of business. 

We cannot do it today but I would strongly suggest that you gen- 
tlemen take the prototype bill now before this committee, H.R. 4488, 
and give us the language that you think would bring you the relief 
that you feel is necessary. You know your business. You are in this 
business. You know the problems that confront you in this business. 

Let us look at this, Let us look at your specific proposals but when 
they come here and just blanketly say, “We are against it,” they give 
us nothing to work with. 

Mr. Ayres. Will the gentleman yield ? 

Mr. Pucrysxt. Just one second. 

We can do a much better job on this legislation if you gentlemen 
will recognize the fact that Congress has to do something. You have 
peculiar problems. Give us the language that you think will give you 
the protection that you are interested in. 

If you do that, I think we can come out with a good bill. 
Mr. Ayres. Will the gentleman yield ? 
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Mr. Pucrnsxt. Yes. 

Mr. Ayres. Since Mr. Packard is from Ohio and knowing him as 
well as I do and, taking my cue from his statement, the way legisla- 
tion works down here the recommendation you want to make to the 
gentleman from Illinois would be to strike everything after the enact- 
ing clause. 

Mr. Packxarp. Actually, as far as I am concerned, if you would just 
retain the Lucas and Holland amendment, I am perfectly well satis- 
fied. 

Mr. Puctnskt. But, Mr. Packard, this, I think, is where many of 
the witnesses make a mistake. They do come here and take the at- 
titude of the gentleman from Ohio, strike everything after the enact- 
ing clause. It is a completely negative attitude and then we write the 
law for you not knowing anything about your industry. 

If you will accept the fact that there is a great deal of desire, No. 1, 
to make improvements in the Act; No. 2, to apply them in a fair man- 
ner so that 1t is not going to drive people like you out of business; and 
then if you give us the language that 1s going to take care of and meet 
your peculiar problems, I think we can then come up with good 
legislation. 

It is only when you do not give us these suggestions and you take the 
attitude that “We want nothing,” that you then expose yourself to 
bad legislation. 

Mr. Packarp. That is logical. 

Mr. Puctnsxt. I do not know if you understand my point. 

Mr. Pacxarp. That is logical and certainly we will work coopera- 
tively with you. 

Mr. Puctnskt. I will be very happy to look at your recommenda- 
tions if you will take a positive approach rather than one of complete 
negativism, saying, “We want nothing,” because I feel strongly that 
this Congress is going to want to do something. 

Mr. Pacxarp. At least, Congressman, you are familiar with the 
peculiarities of our type of business. That is all we want to have rec- 
ognized, that you cannot use a blanket yardstick on a business such 
as ours. 

Mr. Puctnsxr. You have the bill. Give us the specific language and 
let us consider it. 

Mr. Packarp. We will do that. 

Mr. R. A. Wrieut. May I say a word? 

The hotel that I operate has been in my family 90 years and the em- 
ployees have been with me, some of them, a long time. In my staff 
meetings, I put my monthly statement before them. They know where 
my funds come from. There is a family relationship. While no re- 
lative or family is involved in the operation, it is a close working em- 
ployee-employer relationship. 

Even if we could pay wage increases bringing the cash wage of our 
employees up to the Federal minimum, I do want to emphasize, Mr. 
Chairman and gentlemen, that our smaller hotels would find it ex- 
tremely burdensome to keep the vast records which coverage would 
entail. 

We have been informed that for each new employee who would be 
brought under coverage existing regulations require 17 separate rec- 
ords for the first 3 years and the imposition of 7 additional records for 
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the ensuing 2 years. Few, if any, of our small hotels have the staff 
and facilities to maintain such records, and I am afraid that we might 
well build up an unwritten liability that could break us. 

My auditor is now overcrowded for time. I think he is receiving 
pay beyond which the business affords. I just wanted to read that 
into the record, sir. 

Mr. Lanprum. We appreciate that. 

The Chair would like to state that I believe that this group this 
morning has presented some of the most constructive statements it has 
been our privilege to hear. 

I believe the committee members who have heard it would agree to 
that. 

I would certainly not want the record to show that we have sat 
through 2 hours this morning and heard nothing constructive in the 
way of suggestions as to what this committee could do. Rather, if I 
could sum up to see if I understand it correctly as the chairman of this 
subcommittee, the present Fair Labor Standards Act imposing mini- 
mum wages and maximum hours upon certain segments of our busi- 
ness economy exempts you people. It does not include you, is that 
right? 

Mr. Pacxarp. That is correct. 

Mr. Lanprum. What you have done in a series of statements and 
what you are doing now in a series of statements is to ask this sub- 
committee to recommend that that part of the law be left as it is, and 
you have cited a volume of reasons why you feel that the law should 
be undisturbed in the particular area as it applies to the hotels, is that 
correct? Is that a correct summation of what you have done? 

Mr. Packxarp. That is right, Mr. Chairman. 

Mr. Lanprum. To that extent, I feel you have made a substantial 
recommendation as to what we should do. I do not mean that I am 
in particular agreement or that any member of the committee is in 
particular agreement, but I do think, Mr. Pucinski, that the record is 
clear as to what these gentlemen want and I do not want it to appear 
that I have sat here for 2 hours and been, as one gentleman when 
he said, “It is all right to be Irish but I am not going to be thick 
about the matter.” 

Mr. Dent. Will you yield, Mr. Chairman? 

I want to concur in the statements you have made. 

It was my impression as yours that we were given some fine discus- 
sions and arguments this morning. 

Mr. Lanprum. And some good reasons to think about. 

Mr. Dent. Will you let me finish ? 

I certainly want the record to show that in glancing over these 
statements, of course these gentlemen have presented a wealth of fine 
information discussing the problems and why they should be ex- 
eluded. 

The point that I was trying to make here is that they are now cov- 
ered by many State laws. They are operating. 

Now, I think that they will have a great deal more success if they 
will just bolster the fine testimony they have presented here today in 
describing their peculiar problems with some positive language on 
what language they think should be in this bill to give them the relief 
they seek. ThisisallI ask. I ask specific language. 
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Mr. Packarp. We will see that your staff has it. 

Mr. Lanprum. The committee will return at 2 o’clock. 

(Whereupon, at 12:05 p.m., the committee adjourned, to reconvene 
at 2 p.m., this same day. ) 


AFTERNOON SESSION 


Mr. Lanprum. The committee will come to order. 

We have appearing today representatives of the Council of State 
Chambers of Commerce. Mr. D. R. (Billy) Matthews, the Congress- 
man from Florida, whom we all love and admire is here with a special 
constituent and representative of that group, and we will be glad to 
have Mr. Matthews make his presentation at this time. 


STATEMENT OF HON. D. R. (BILLY) MATTHEWS, A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF FLORIDA 


Mr. Matrruews. Thank you, Mr. Chairman. 

Mr. Chairman and gentlemen of the committee, I am very grateful 
for your permitting me this opportunity. The chief task that I have 
and I want to assure you it is a very pleasant task, the chief oppor- 
tunity let me say that I have today is to introduce a very dear friend 
and constituent of mine who will present testimony on behalf of the 
State Councils of the Chambers of Commerce to which the chairman 
has already referred. My friend and constituent, Mr. Chairman and 
gentlemen of the committee, was born in Florida in Levy County in 
the Eighth Congressional District of Florida. I first remember him 
in 1935 when he was a member of the Florida State Legislature. This 
gentleman came from Tallahassee representing what I thought was 
the high standards of private enterprise. He was a small merchant 
and we were discussing, at that time, legislation which was punitive, 
many of us thought, insofar as chainstores were concerned. It was a 
hot political potato. It was the kind of question on which you sort 
of wished you could be on both sides. We had a lot of friends both 
for and against. 

My friend, who is here this morning, had several small stores, but 
I was very much impressed with the position that he took about the 
matter. He said that he believed in private enterprise and he was 
wiling to take his chances with organizations bigger than his, and 
through the years, this gentleman has taken that attitude. 

He has initiative. He has ability. He has integrity. He has 15 
stores now in the chairman’s great State of Georgia and in my be- 
loved State of Florida. I do not want to make his speech, so that, 
without taking any more of the committee’s time, I would like to have 
the pleasure of introducing Mr. Van H. Priest from Madison, Fla., 
who later on will address the committee. Mr. Chairman, may I have 
him stand so that the commitee will know who he is? 

Mr. Prirst. Thank you. 

Mr. Lanprum. We are going to be very glad to hear Mr. Priest. 
We thank you, Mr. Matthews for your interest in the work of this 
committee, as always. 

Mr. Martuews. Thank you, Mr. Chairman. 

Mr. Lanprum. We also have Hon. Tic Forrester from the Third 
District of Georgia, who has a constituent with him representing the 
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same group and we want to recognize Mr. Forrester and have him 
present his constituent to the committee. 

Incidentally, gentlemen, Mr. Forrester is the fellow who told Paul 
Butler to quit bandying the good Biblical name of Elijah around. 


STATEMENT OF HON. E. L. (TIC) FORRESTER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF GEORGIA 


Mr. Forrester. Mr. Chairman and members of the subcommittee, I 
will ask you to indulge me for 1 minute or 2. I know that you are 
extremely busy, and I certainly do not want to try your patience. On 
the other hand, I have quite a pleasant. privilege today to introduce 
this witness who is going to testify a little later before you gentle- 
men. There are lots of fine things I could say about him. The truth 
of it is that, so far as I am concerned, I think about the best thing I 
could tell you is that he is a Tic Forrester man. 

We do not have many big businessmen down where I live. None of 
us has too much of these worldly goods, you know, but we like to 
have a little of it. We have the ambition even though we do not 
have it. 

This gentleman who is going to appear before you today I do not 
think has 15 stores. I think he has about three or four or five or six, 
but we want him to keep them, and he wants to testify here in behalf 
of the business that he is representing. I believe you will be impressed 
with his candor and with his reasonableness. He has a fine reputation 
down where he comes from. I assure you that he will not say anything 
to you that he does not honestly believe, and I said to him that you 
gentlemen, each of you, will give him a fair and impartial hearing. 

It is a pleasure on my part to present to you, Mr. Chairman and 
members of the subcommittee, Hon. A. E. Young of Fort Valley, Ga., 
operator of the Elrods Variety Stores. 

Thank you, Mr. Chairman. 

Mr. Lanprum. We are very glad to have Mr. Young, and we are 
very glad to have your comments in his behalf. 

The Chair recognizes now Mr. Dent of Pennsylvania. 


STATEMENT OF HON. JOHN H. DENT, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Dent. With the permission of the Chair, and my colleagues, 
T would like to present to the subcommittee a young lady who is the 
active and working executive director of our local chamber of com- 
merce, and one who is not only interested in the local affairs, but in the 
matters as they pertain to the interest of the community. She has 
earned a very fine reputation, and there is a question back home as to 
how so much commonsense could have been put in such a beautiful 
package. 

Ginger, I am sure that the committee will handle you with kid 

loves, and I will reserve for myself the right to see that they do. 
Miss Ginger Joyce, of the city of Jeannette, Pa. 

Mr. Lanprum. We are glad to have all of you here. Which of you 
would proceed first ? 
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STATEMENTS OF GINGER JOYCE, JEANNETTE, PA., CHAMBER OF 
COMMERCE; VAN H. PRIEST, COUNCIL OF STATE CHAMBERS OF 
COMMERCE, MADISON, FLA.; A. E. YOUNG, GEORGIA STATE 
CHAMBER OF COMMERCE, FORT VALLEY, GA. 


Mr. Prissr. I believe I am the leadman, gentlemen. 

Mr. Lanprum. Suppose you three, then just arrange this. 

Mr. Priest. I will make a general statement, and they will follow 
me in short order. 

My name is Van H. Priest. I am from Madison, Fla. I was se- 
lected as spokesman mainly because I have a background:in both busi- 
ness and public life. I am first, last, and always a retailer. I have 
been in the retail business all my life. I have also been a member of 
the Florida State Legislature. I also served as mayor of the city of 
Madison for 10 years, and I am still on the city council, so with that 
background I was selected as the leadoff witness for the Council of 
State Chambers of Commerce. 

I am specifically authorized to represent the 28 State chamber or- 
ganizations whose names are appended to this statement. You might 
ask what this council is. The council is the vehicle by which broadly 
held views may be presented to you at considerable saving of your 

valuable time and with the elimination of much overlapping and du- 

plicating testimony which would be necessary if each State chamber 
presented the feelings of the businessmen in its State through sep- 
arate, uncoor dinated witnesses. 

The State chambers of commerce are representative of the total 
business community within their States. All types and sizes of busi- 
ness are members. State chambers work so closely with local cham- 
bers of commerce that any problem affecting the main streets of this 
great country must be of concern to State chambers. 

Because of widespread concern about wage-hour legislation the 
council of State chambers of commerce appears before the Labor 
Standards Subcommittee of the House Education and Labor Com- 
mittee to urge that the present coverage of the Fair Labor Standards 
Act not be broadened and to further urge that the present $1 an 
hour for covered employees not be increased. 

Because of the number of bills on FLSA which have been intro- 
duced and because occasionally bills are changed during subcommit- 
tee and committee deliberations, this testimony will not deal with any 
bills by number but will explain why no increases should be made in 
either coverage or rate. 

This general testimony will be supported by several other witnesses 
from different lines of business and from different parts of the coun- 
try who will briefly explain just exactly what changes in coverage 
and/or rate would mean. They will personalize the broad and im- 
portant issues under discussion. 

Extension of coverage : Any extension of coverage of the Fair Labor 
Standards Act would involve a basic change in our concept of inter- 
state commerce. Any such fundamental changes must be viewed with 
alarm for, once the dike is broken, there is no limit to the regulation 
and control over local business which the Federal Government could 
and would exert. 
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Retailing and the service trades are local business. They serve a 
relatively small local area. Every store takes merchandise from the 
stream of commerce and makes it available to its local customers. It 
matters not how large the store unit may be, nor whether it is affiliated 
with other store units by ownership or voluntary affiliation, nor is the 
local character of any store affected by whether merchandise it offers 
for local resale is purchased from out of State, from an in-State 
wholesaler or jobber or any other source or channel. Every store 
serves only a small local community. 

The same thing is true of restaurants, hotels, motels, laundry and 
dry cleaning plants and all the other service trades. 

Are we ready to expand and extend the commerce clause of our 
Constitution to Main Street, U.S.A.? If we start, where do we stop? 
How do we decide that a store doing $500,000 in a community is in in- 
terstate commerce whereas his competitor at $100,000 is not? Any 
arbitrary line drawn this year can be changed next year, and a bit 
more in succeeding years. 

Any gradual broadening of coverage must be recognized for what 
it is—an attempt to divide the business community and reduce oppo- 
sition to the proposed extension legislation. But Main Street, U.S.A, 
is not buying the siren song of “getting the so-called giants.” Main 
Street knows that if any surrender is made this year or any year, all 
local business, small, medium, and large, will all too soon be con- 
trolled from Washington. 

Because of the small, local area covered by every retail store and 
service establishment, there is no competitive relationship between 
those in Maine and California or Mississippi and Ilionis or Michigan. 
These retail and service trades establishments are not manufacturing 
or producing things which go into the stream of commerce. They are 
serving their local customers by making goods produced elsewhere 
avnilatile on their “Main Street.” They depend on the population of 
the local area for their business and on local people for their employees. 
Therefore, by what stretch of our economic imagination can it be 
said that any of the retail and service trades employees in the court- 
house towns of America must be paid the same minimum wage rates as 
those working in our biggest, busiest cities ? 

We all know that it is a lot cheaper, and many people think more 
pleasant, to live in nice rural, semirural, or suburban communities 
where we can walk to work and go home to lunch, grow food or get it 
from neighboring farmer and where we do not have the taxes, the 
pressures, the high rents, commuting, clothing, and other expenses 
of the big city. Our pace is slower. Life is more pleasant. We do 
not do the volume of business the big city does. We are not as busy. 
But we like it this way. Do not let the Federal Government legislate 
an end to all of these wonderful differences by requiring all of us to 
adopt the pressures, the workloads, the competitive attitudes, the price 
spirals, and all of the other big-city retail and service problems which 
big-city wage rates would force upon us. 

Many other points against any extension of FLSA coverage could 
be made. Established channels of distribution would be disrupted. 

I might disgress there to say the distribution system of this country 
is probably one of the greatest in the world. Our gross national prod- 
uct has reached an enormous figure, way up in the billions, and it slides 
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through this distribution system without any effort whatsoever, with- 
out any help from the Government. One of the smoothest working 
trades probably in the whole world today is the distribution system in 
this country. Disemployment and higher consumer prices would 
necessarily result from increased costs not offset by increased produc- 
tivity. 

It is impossible to establish the same minimum wage for employees 
who can at best sell $5 worth of merchandise for each hour of work 
and the skilled, busy, big-city worker who can sell $25 or more for 
each hour of work. The application of time and one-half to highly 
paid commission and skilled outside service employees, creates fan- 
tastic problems. It is wrong to ask the Federal Government to set 
higher minimum rates of pay than many unions have been able to 
negotiate in collective bargaining for retail and service trade em- 
ployees. All these and more are valid reasons why coverage of the 
Fair Labor Standards Act should not be satahided Some of these 
will be developed by the other business witnesses who are with me. 

We submit that the reasons for not extending FLSA coverage are 
compelling. 

Concerning the increasing of the minimum, the business community, 
whether covered by FLSA or not, whether large enough to be con- 
sidered for coverage or small enough to be left theoretically alone for 
the time being, is together in its concern about and in its opposition 
to extending coverage. So, too, there is togetherness and a realization 
of a a stake in proposals to increase the present $1 an hour in 


the Fair Labor Standards Act to $1.25 an hour. 
This testimony will present some of the reasons why the present rate 


should not be increased. 

First, let us consider the basic idea of a minimum wage. It is the 
lowest rate of pay—the starting rate for the inexperienced beginners. 
A minimum starting wage is not and should not “ considered as the 
rate needed to support a family of four in New York City, Chicago, 
or Los Angeles. 

The idea of a national minimum wage is justified only as it is a 
floor or beginning point for those workers who produce goods which 
go into the stream of commerce. It was thought desirable during 
the depression days of the late thirties to tend to equate the big city 
northern minimum with that of production workers in less costly 
sections of the country because all were producing competitive goods. 

But the minimum, applied universally, must be recognized as having 
much more impact in some section of the country than others. In 
the high-wage industrial northeast, the apparent immediate impact 
of an increase in the $1 per hour for presently covered industries would 
be relatively light. 

The word “apparent” must be underscored for it leads to the second 
point which should be considered. It is the delayed effect of raising 
the present minimum. Keep in mind that relatively few workers 
are paid the minimum, starting wage wherever they work and regard- 
less of whether that starting wage is set by Federal law, State law, 
negotiation, or local conditions. 

Experience in States where a minimum wage has been established 
oes an industry or for everybody shows that the following things 

appen: 
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First, everybody below the new minimum is brought up to it— 
usually causing a cluster of a fairly large percent of workers at that 
new starting point. 

Second, for each person who gets a statutory raise, three others 
above the minimum receive increases. From Governor Harriman of 
New York is the authority for this statement. 

Third, after the initial, immediate adjustment, there must be a 
rather long period of gradual further adjustments, perhaps taking 
several years to mature. 

Everyone prizes the wage and salary progress he has made. Each 
is jealous of favorable wage differentials. The Nation had a front- 
row seat at an example of this when the last UAW contract was 
signed. It was found that skilled workers insisted that they be given 
special attention to restore their traditional pay differentials. 

The same thing has happened in States after a minimum wage is 
established. The cost of full across-the-board adjustments is too 
much to take, so, as many of these as possible are delayed. But it is 
only a delay. Eventually, the differentials which previously existed 
and which had been earned by merit and length of service must be 
reestablished through later adjustments and merit increases. 

The important point is that the immediate cost adjustment while 
staggering is not the full cost by any means. An increase in the 
minimum wage has the effect of lifting ‘the starting point of the entire 
wage curve and before long the previous shape ‘of that w age curve 
has to be reestablished on a higher plane. 

An illustration of the principle is expressed in the following quo- 
tation from a handbill distributed by the ILGWU which advocated 
the FLSA rate of $1.25 per hour. 

A higher minimum (wage) is the foundation on which the union can fight for 
and win even better wages, holidays, vacations, sick benefits, retirements, sev- 
erance pay, shorter workweek in union shops. 

Is this not eloquent testimony of the far-reaching immediate and 
further reaching delayed effects of any FLSA minimum-wage 
adjustment ? 

Now let us look briefly at prices and our standard of living. Any 
wage adjustment made to presently covered industry must result in: 

(a) A spreading, gradual adjustment of all wage rates for those 
covered. 

(6) Adjustment of all others, even though not covered, to effects of 
increased minimum. 

(c) Disemployment and all other possible adjustments followed by 
higher prices, and we feel certain that it will be followed by higher 
prices. 

The Bureau of Labor Statistics in mid-March 1960 predicted higher 
wholesale and higher consumer prices on the basis of inflationary 
forces now at work. American industry and American workers, much 
as they believe in world trade, are becoming concerned about American 
prices in the competitive world market. 

Are we not well-informed enough as a Nation to stop legislating 
further price increases and more ‘and more inflation? Are we not 
mature enough people to reap the benefits of American production 
by increasing our real standard of living without the deceptive, forced 
draft of legislating wage increases: Does any one believe that a 
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95-percent increase in the minimum wage with all the subsequent 
adjustments will not raise prices? 

We think that we have reached the point where the American public 
realizes that we do not ever get something for nothing. The pie-in- 
the sky, free-ride economic thinking advocated by some has lost its 
appeal because folks generally see that it leads to deep, deep trouble. 

Proposals to extend coverage of the Fair Labor Standards Act and 
to increase the present Federal minimum wage rate are unsound, 
would be disruptive and should be rejected. 

At the outset of my testimony, I said that we would try to per- 
sonalize some of the issues involved. Through the cooperation of 
several of the State chambers of commerce which are affiliated with 
the Council of State Chambers, I have my two associates here who 
will tell you what extension of coverage and/or a higher Federal 
minimum would mean to them or to their communities. 

I would like to do little personal “witnessing” myself by recounting 
an incident that happened in my town during my term as mayor of 
Madison, Fla. In Madison County we grow a very fine cigar wrapper 
and it is a very specialized work. We had three fine tobacco ware- 
houses in that town. Tobacco is grown in the area and after the 
harvest the field hands used to be transferred to the warehouse to 
process the tobacco. They would work about 8 or 9 months in the 
field producing the crop and then they would go into the warehouse 
for the same people and process the tobacco in the market. The com- 
bination of field work plus 2 or 3 months of work in the warehouse 
gave practically full-time employment to these 300 or more workers. 

Things were fine in Madison until one day a couple of years ago 
the Wage and Hour Division of the U.S. Department of Labor 
descended on the town and told the operators of these three ware- 
houses that the agricultural exemption of FLSA did not apply. The 
Federal minimum wage had to be paid and back money had to be 
made up for all of these workers. 

The result was that they paid the back wages. They came up to 
date on it and got out of hock to the Government and closed the 
warehouses. Those warehouses are still closed today. Tobacco is still 
being grown. We are still growing a fine cigar wrapper in Madison 
County, but now the workers grow it in the field and then the to- 
bacco is hauled away to some other city and processed for the market, 
thereby leaving about 300 or more people out of work and all of the 
merchants, of course, out of the business that we would have otherwise 
had. That is just one example of what this can do for us. 

Mr. Lanprum. Mr. Priest, was the reason for that action by the 
Department of Labor a decision that your processing in the Wihebioden 
was not an agricultural process? Was that the basis of it? 

Mr. Priest. That is right, and, of course, they were operating on 
the assumption that it was part of the agricultural operation. 

Mr. Lanprum. All right. Excuse me for interrupting. 

Mr. Priest. Yes; that is all right. I have just about finished my 
statement anyway. 

This is an example of the tragedy of extending Washington bu- 
reaucracy to the backbone communities of our land. It is an example 
of the unfortunate and painful adjustments which will have to be 
be made if FLSA coverage is extended or the rate increased. 
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_ The “benefits” of the Federal minimum wage resulted in much less 
income for 300 of our people, the loss of three taxpaying businesses 
to our town and a fervent prayer by the mayor and the other mem- 
bers of the town council to be delivered from our meddling friends, 
however good their intentions. 

The member State and regional chambers of commerce in the 
Council of State Chambers of Commerce which have endorsed my 
statement are: 

Alabama State Chamber of Commerce. 

Arkansas State Chamber of Commerce. 

Colorado State Chamber of Commerce. 

Connecticut Chamber of Commerce. 

Delaware State Chamber of Commerce. 

Florida State Chamber of Commerce. 

Georgia State Chamber of Commerce. 

Idaho State Chamber of Commerce. 

Indiana State Chamber of Commerce. 

Kansas State Chamber of Commerce. 

Kentucky Chamber of Commerce. 

Maine State Chamber of Commerce. 

Missouri State Chamber of Commerce. 

Montana Chamber of Commerce. 

New Jersey State Chamber of Commerce. 

Empire State Chamber of Commerce (New York). 

Ohio Chamber of Commerce. 

State of Oklahoma Chamber of Commerce. 

Pennsylvania State Chamber of Commerce. 

South Carolina State Chamber of Commerce. 

Greater South Dakota Association. 

East Texas Chamber of Commerce. 

South Texas Chamber of Commerce. 

West Texas Chamber of Commerce. 

Lower Rio Grande Valley Chamber of Commerce (Texas). 

Virginia State Chamber of Commerce. 

West Virginia State Chamber of Commerce. 

The Salt Lake City, Utah, Chamber of Commerce has also endorsed 
this statement. 

Now, I would like to call on Mr. Young. Mr. Young has already 
been introduced, of course. He is an operator of a small group of 
stores in Georgia and he has a story to tell, I believe, that would show 
how this would affect his business. He represents his State chamber 
of commerce and I would like, at this time, to call on Mr. Young, 

Mr. Youne. My name is A. E. Young of Fort Valley, Ga. I have 
32 pages here and I promise you I would not read a one of them. This 
is quite an event for a smalltown merchant to come to Washin, 
and appear before a congressional committee. We read about these 
things in the paper and when I was approached to come up here that 
was something that I just could not quite conceive, but since I have 
been here, with the friendliness of the committee and the congressional 
delegation, I have enjoyed it and I am certainly glad I came. 

Mr. Lanprum. Thank you. We are glad to have that, but we came 
off the same street you did and we are going back to the same street: 
you are. 

Mr. Dent. We have some mighty smalltown boys up here. 
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Mr. Youne. I kind of held this thing in awe a little bit, but now I 
feel a little more at home. I will tell you what convinced me to come 
and the reason I did come. I have known Van here since maybe in 
the early thirties, and anything that he would be associated with I 
am convinced he believes in it himself or he would not be here. I 
could not push him a half inch with a shotgun, and I know he repre- 
sents his own personal views about this thing as well as the organiza- 
tion he represents. That is exactly the way I feel about it, and par- 
ticularly things that we hear about exemption. “If you are a little 
merchant or if you are a mama-and-papa store, so-called, or if you do 
less than $500,000, we are going to exempt you. You would not be 
covered by this law.” 

In my estimation as a small merchant that is a mistake. It is going 
to apply to me. It will apply to me just as much as if you had my 
name in the bill. There is just no such thing as exempting somebody 
in legislation. That is awfully hard to do, and particularly in this 
field where the coverage would be so large. It would be impossible 
for the effects of this legislation not to trickle down to fellows like 
myself. We are not only competitive in price, but we are competitive 
in wages. We are competitive in wages in our community, or any 
type of business that is in the retail field, and if this minimum applies 
to any one of us, whether or not it is a big chain, it is eventually going 
to apply to me. 

I think that those who propose or say that you can put an exemp- 
tion in here and it would not apply to Mr. Young have been misin- 
formed. As one smalltown fellow to another, I have enough common- 
sense to know that. it is not going to exempt me, that I am going to 
have to pay those wages too. That is the one point I would like to 
make. I may come back to it. I promised I would not read any- 
thing. I believe on page 3 I brought this out in the prepared state- 
ment. 

Once a minimum wage is set up in the retail field, it will trickle 
right on down to any merchant in a small town and it is going to be a 
vast, vast undertaking for the Federal Government. I do not want to 
dwell on that. point too much, except that as one small retailer I am 
not at all in sympathy with an idea that you are going to let me out 
of this thing. It is going to cover me and that is why I am here, be- 
cause I am concerned about it. I have talked to many, many other 
retailers like myself and they are 100 percent in agreement that it 
would cover them in a matter of time. There is one other thing about 
small retailers. 

At the present time, our labor cost per dollar of retail sales is 
slightly higher than your larger retail stores in large towns. Our 
main competitor, you might say, would be a firm like Woolworth’s. 
Our cost to sell in Fort Valley, Ga., is higher per dollar of sales than 
Woolworth in Atlanta already. 

If we have to come up to a minimum wage, which he would be pay- 
ing and I would be paying, we are going to be pui into an extremely 
dangerous position, not to operate, but to make money and to employ 
the people that we employ now. Our cost to sell and our margin of 
profit are dangerously close already, and all small retail businesses 
are having a rugged time at the present time. 

One thing that has always kind of worried me is, I suppose a girl 
in a small store in a small town can take in about $5 an hour. The 
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average girl working in a high volume store in a larger town can take 
in normally $20 to $25 an hour and to put us in the same position and 
paying the same wages that they have to pay—mind you, we will have 
to pay them—is going to work a terrific hardship on us. We may be 
able to sell goods at the same price they do. I know a number of stores 
in Georgia in my same category of business who do as much business 
in 3 weeks as one of my stores will do all year, in 12 full months. 

Mr. Lanprum. Let us understand that. You are in the variety 
store business? That is the type of business you are in ? 

Mr. Youna. Yes, sir. 

Mr. Lanprum. You have more than one store / 

Mr. Youne. I have four. With the terrific volume that those 
fellows can do, if this wage law applies to them, it may not hurt them 
too much and they may not have terrific objection to it, but you are 
going to apply the same rate to us. When my girl can take in $5 in an 
hour and their girls can take in $25 in an hour, or do as much business 
in 3 weeks as I can do in 12 months, in effect, that is what will happen. 

Gentlemen, I think I have elaborated a little bit on the statement 
that was typed up. I believe they would be about the main points 
that I would like to emphasize. I am certainly not going to take up 
your time reading this because you have it there before you. 

Thank you. 

(Statement referred to follows :) 


STATEMENT OF A. E. YounG, ON BEHALF OF COUNCIL OF STATE CHAMBERS OF 
COMMERCE 


I am A. E. Young of Fort Valley, Ga. I am active in my local chamber of 
commerce and am a member of the Georgia State Chamber of Commerce. I am 
here primarily to represent the merchants and service trades in my area. 

I am a retailer. I operate the four-store Elrods Co. It does a total volume 
of business of less than $500,009 a year. Therefore, IT am a small business 
representative. I would probably be exempt from technical coverage no matter 
how the Fair Labor Standards Act might be extended to cover large retailers. 

That is exactly what I want to talk about. I want to explain what exten 
sion of FLSA coverage to others, to my so-called giant competitors, would mean 
to me and other small retailers like me. 

Fort Valley, Ga., is a community of about 8,000 people. My home store is 
the largest general merchandise store in town. It does less than $200,000 a 
year. My biggest competition comes from a store which is part of a very modest 
sized local chain. This local chain is just big.enough so that no matter what 
standards might be used, if any retail companies were to be brought under the 
Federal wage-hour law, it would be covered. 

This would put me under the law just as effectively and just as certainly as 
though you spelled out that Elrods Fort Valley store is now subject to the 
wage-hour law. 

You may ask, “How come?” Don’t you see that my store, the biggest in town, 
has to meet the rates of pay and the hours of work of a smaller, nearby store 
just as much as IT have to meet the retail price competition of this and any 
other store in town? 

There are 14 girls in my Fort Valley store; 6 of them work full time, 1 part 
time and I have 7 who work on Saturday. These girls are the best there are. 
They are paid as well or better and have the same hours as others on Main 
Street. Last year we paid high school girls over $3,000 in extra time pay for 
work on Saturdays and during the summer vacation. 

It is not just a matter of pride, though I have that and so do my employees. 
It is a business requirement that my store must continue to be as good a place 
to work with just as good pay as any other place in town. 

What I am worried about, what I am trying to explain to you is what $1 an 
hour or even $1.25 an hour and what overtime rules would do to Fort Valley, 
to me and my employees, to other retailers, and to our customers. And you all 
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must understand what any extension of the law means to me and other small 
retailers. 

There is no such thing as partial extension in legislation so far-reaching as 
proposed in the present FLSA bill. This regulation would reach down to the 
very grassroots of our economy, would put the Federal Government into the 
front door of every retail store in America, even down to the sale of a 10-cent 
spool of thread. You know and I know that what often appears as something 
to apply only to the big just turns out to be something they can adjust to but 
which chews up the small. 

At the present time our cost to sell is extremely high. Most people do not 
realize that small stores have a higher labor cost per dollar than large stores. 
We must give a more personalized service and trading is much slower. To add 
to our present cost would make our competitive position and earning capacity 
almost impossible. The small merchant is having a tough time at best and any 
additional burden is going to do many times more harm than good. And if 
you extend FLSA coverage to anybody, we small retailers will be hurt the most. 

As for people—those who work—don’t you see that retail stores offer the best 
opportunity for the untrained beginner, for the young married housewife who 
wants to assist her husband in getting started on a home or for the older 
nonprofessional woman whose children are no longer a burden. These jobs 
are the ones you will eliminate if you extend coverage 

Last month I went up to New York City on a buying trip. When I do that I 
always visit the big stores to see whether they are doing something that I 
ought to try. In the notion departments of Stern’s and Gimbels and Macy’s, 
they had some nice displays of thread and zippers. But, do you know, I am 
right proud to tell you that the home sewers in my section of Georgia can buy 
the same merchandise at the same prices from me. 

The thing that impressed me most was the amount of business the girls 
in those New York stores do. They are busy. It seemed they sold as much in 
an hour as my girls do all day, and that is just about right. 

I got thinking about this in connection with a Federal minimum wage. I 
found out that those New York City girls in Stern’s get $1.25 an hour by union 
contract. The starting rate at Gimbels and Macy’s is $1.15 an hour according 
toa contract with other union locals 

Seems kind of peculiar to ask the Government in Washington to set a mini- 
mum wage higher than some union rates in New York City. If this should 
happen, my customers would still be able to buy sewing notions from me and 
I couldn’t do much about the price. The assortment would be cut down so I 
could. sell merehandise faster. I would do with a lot less help so service would 
suffer. And I would carry higher priced merchandise in other departments— 
percale yard goods at 79 cents a yard instead of 59 cents, and things like that, 
so prices would be affected. And with all of the adjustments we would make, 
too many of us couldn’t make the grade. 

Gentlemen of the Congress, you cannot cover the big fellows with FLSA 
without getting small retailers, too. Especially when the so-called big retailers 
have little stores, some even smaller than mine, in direct competition with us 
small retailers. 

I know you want to get at the true facts. I came up to Washington to try to 
help you do that. You have been misinformed by people who are not small 
retailers who said, “get the big ones and help the little ones by leaving them 
alone.” If you extend coverage at all, you are going to hurt us small retailers. 
What you do to any, you do to all. 

Please leave FLSA alone. 


Mr. Lanprum. Very well. 

We will hear the next witness, please. 

Mr. Priest. Now we get to the favored member of our committee, 
Miss Ginger Joyce. 


STATEMENT OF GINGER JOYCE, EXECUTIVE DIRECTOR, GREATER 
JEANNETTE, PA., CHAMBER OF COMMERCE 


Miss Joyce. Thank you. 
My name is Ginger Joyce. I am the executive director of the 
Greater Jeannette, Pa., Chamber of Commerce. Iam pleased and my 
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chamber is proud to be part of this presentation on behalf of the Coun- 
cil of State Chambers of Commerce. And we should be part of it be- 
cause, as a local chamber, we work very closely with our Pennsylvania 
State chamber just as local chambers in all parts of the country do. 
Also, just as the State chambers do, we local chambers represent a broad 
cross section of all sorts and sizes of business, and therefore get to 
know a litle bit about a lot of things, and in this particular instance 
we feel qualified to speak for our people on this. 

I have also been authorized by the Greater Jeanette Chamber of 
Commerce to speak on their behalf in pointing out to you some of the 
hardships that would be forthcoming as far as our people in our com- 
munity are concerned if this extension of coverage and increase in the 
rates of the Fair Labor Standards Act is put into effect. 

We have a population of approximately 17,000 people. We havea 
potential trading area of about 75,000 people. We are 27 miles east 
of Pittsburgh, which puts us in the Pittsburgh trading area. So you 
can see that we have to compete with Pittsburgh to try to draw our 
fair share of the business from this 75,000 trading area as well as com- 
peting with the shopping centers in the area. 

I know you have been listening to a great deal of testimony involving 
statistics and figures, and I think that this is essential, and it has been 
a very good case from the things that I have read as to why this should 
not be enacted. I think that these statistics should be drummed out 
over and over again around the clock, if necessary, until you fellows 
get the message, because you are the boys who are going to make the 
decision. 

However, I am going to stop talking about this thing in terms of 
facts and figures and try to talk a little bit about it in terms of people 
and communities. 

Mr. Lanprum. You can get through to us. 

Miss Joyce. I enjoy the levity. 

I am going to start talking about people in our community who have 
worked hard, and in communities like ours who have worked hard, to 
build a business for themselves and a business that they might leave for 
their families, these same people who work hard and give their time, 
efforts, and money to build a better community, the people who lose 
jobs, and the people who won’t receive the fine service that they are en- 
titled to and who will pay higher prices for the goods that they do buy. 

Incidentally, I might stop right here and ask that a correction be 
made in this prepared testimony that I submitted. On page 2, where 
it says “people who will not receive the fine service they are entitled 
to * * *.” Insert in there “and who will pay higher prices for the 
goods they buy.” And continue on— 
and young people who will not be given an opportunity to earn the extra money 
that might help put them through school, and also won’t be given the opportunity 
to be trained in careers in retailing. 

So I want to take a look for a minute at our community and these 
people. I think if we could take a stroll down our main street, which 
ci Clay Avenue, you might be able to see the problem as we see it back 
there. 

We are an old industrial city and we are faced with the problems 
of any of the older industrial cities. We are faced with the problem 
of competing with new, modern shopping centers and with the big 
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city of Pittsburgh for our fair share of the dollar. We are also 
faced with the problem of providing opportunities for our young 
people to supplement their incomes during their educational years. 
And, also, we definitely are concerned with providing an opportunity 
for a future in our community for these young people, and that is 
where your training would come in. 

I know this thing of saving the downtown is a matter of national 
concern. I hear about it at every conference that I go to, and I know 
that the Federal Government has put large sums of money into this 
sort of thing, and I know that there was legislation proposed to 
increase the assistance from the Government along these lines. 

In Jeannette we didn’t ask for any help. The property owners, 
the businessmen, the city council, and the mayor got we, eno and 
they realized the need for a modernization program to make our city 
competitive, this being another of the problems of being an older 
town. 

We got pledges and money amounting to about $150,000 for this 
modernization program. It is now, I would say, 90 percent complete 
and the street is now being torn up and it will be finished in July. 

Mr. Dent. Ginger, if you just yield for 1 minute, I want to show 
these Congressmen a picture of a hometown street, the main street. 

That is the main street of my hometown right there in Jeannette, 
Pa. That isafter Ginger got through with it. 

Miss Joyce. At any rate, we are involved in this modernization pro- 
gram. The empty storerooms were increasing at a rapid rate in 
Jeannette before we started on this modernization. The individual 
merchants, recognizing the problem, have been modernizing at a rapid 
rate, and since our modernization started, businesses have moved in, 
and these vacant store locations are being filled, and we have provided 
adequate parking at a reasonable rate. 

We feel that when our modernization is completed we will be in a 
good position to compete with Pittsburgh and the shopping centers 
for our fair share of the worker’s dollar in the area if we can increase 
our services and keep our prices down. But I think that you will see 
when I finish here that if this legislation is imposed upon us it is 
going to result in just the opposite. It is going to result in a decrease 
in service and a raising of the prices, and all the work and time and 
effort that we have put into this thing will have been wasted. 

I think you are familiar with the fact that service and price are the 
main advantages to shopping in the small town. They are the things 
that attract people to a small town. If these two key factors are 
removed we will no longer be in a competitive position. To demon- 
strate this fact I would like to first stop in a furniture store and an 
appliance store. It isa modern store, well run. 

You look around and you know it is a business that any town would 
be proud of. 

This store was built by the father of the present owners, and he 
was a penniless immigrant and went to work and, through careful 
management and hard work, the family now owns three stores in 
various small cities in our area. They pay over 95 percent of their 
employees above the $1.25. Their annual gross sales are over $500,- 
000. This family generously supports everything of a charitable and 
civic nature in the community, and it is a real asset to have this busi- 
ness in the community. 

55097—60—pt. 2—10 
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Mr. L is really worried about the effect of the inclusion of commis- 
sions and bonuses in the computation of the time-and-a-half overtime, 
Naturally, he won’t pay those high rates. He will cut down on the 
hours worked by his salesmen to keep them within the 40-hour limit. 
He will alternate on the night promotions, which salesmen work, and 
in so doing he will take away the opportunity from the salesmen who 
do not work on those night openings to earn probably more in those 
few hours than they would in all the rest of the 40-hour week put 
together. 

‘hey had a sale just recently. So I asked Mr. L what his salesmen 
averaged in the few hours of that night sale, and the figure came out 
to approximately $75 per salesman in commissions. 

He also has a few men, three men I believe, who are on a flat fee 
basis. He calls on these fellows when he needs odd jobs done, when 
he needs them. If he doesn’t need them, if they don’t work, they still 
ax se this salary. 

He points out that there is sentimentality attached to employees by 
employers in small communities, which is very true, and this is the 
reason he would have an arrangement like this. If he is forced to 
put those men on an hourly basis at $1.25 an hour, it is not going to 
be satisfactory for either the men or for him. It is going to be so 
much bother that he will just drop them. So here will be some fel- 
lows who were earning some extra money and then they will not. be 
given the opportunity to do so. 

So in this furniture store you can see that technical rules for over- 
time are going to hurt the salesmen and hurt the customer by cutting 
down on the service and taking away the opportunity for Mr. L to 
do something real nice and kind for some fellows who need the help. 

Next I think we will stop in a little lunch counter place. It is the 
most popular spot in town for lunchtime. It is a confectionery store. 
Itismodern. I am taking Congressman Dent right back to Jeannette 
with me. 

Mr. Dent. I know who you are also. And B’s are, too. 

Miss Joyce. They have a lunch counter, a few booths in the back, 
and a little meeting room that we hold some meetings in. 

Mr. B employs 12 people, and 3 of these are high school girls. He 
has fought to keep the prices down. As a matter of fact, he hasn’t 
even raised the price of a hamburger in 3 years. Of course, his cus- 
tomers are complaining because he used to come around with the 
coffee pot and give out the extra cup of coffee when you finished your 
lunch, and he doesn’t do this any longer. But he is just trying to hold 
that line. 

He can’t cut down too much on his help. He will get rid of the 
high school girls again. He will have to raise his prices. The bank 
clerks, the officeworkers, the store clerks, all eat in here. So, when 
his prices go up, there goes this increase the clerks got. There goes 
the cost. of the working day for everyone in town right up and down, 
and your inflationary spiral starts right in this little lunch counter, 
and this I say is the stuff of which inflation is made. 

Let’s say that he is exempt from coverage. He still has to com- 
pete for capable employes and pay the going rate, and he knows it, 


and I think we all know it. 
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Now let’s stop in a department store. This department store was 
built by the grandfather of the present owners, and he worked hard 
to build a business so that his heirs would have an easier life than he 
had. But, with the complex records that have to be kept now, and 
the imposing of a Pennsylvania minimum wage, and the competition 
from the shopping centers, and the higher cost generally of doing 
business, these heirs are having to work a lot harder to hold on to 
the business than dear old grandad did to build the thing. They 
previously employed 15 high school students, and as soon as the Penn- 
sylvania minimum wage was enacted they dropped 14 of these 15 high 
school students. This way it didn’t go into the pyramiding effect 
and affect the payroll right up the line. 

In Pennsylvania they at least recognize our handicap with this 
minimum wage law that we have. I mean they recognize the fact that 
there is a difference in our small towns and our large towns, to the 
extent that our rate, for instance, is 85 cents. The rate of smaller 
cities is 75 cents, and in Pittsburgh and Philadelphia it is $1. 

If this thing is enacted, Mr. G is going to cut all of his extra help 
and then he is going to start cutting the regulars and the older women, 
and he has an awful lot of older women that he has kept on. Even 
though they have slowed down, he has kept them on so that they have 
a nice income, and they will be the first to go because his clerks will 
have to double up on their duties, and he will have to keep the ones 
who are physically fit to do this. As a matter of fact, he said that he 
might even go so far as to put in self-service if this thing is imposed 
and he can’t get around it any other way, to further cut down on his 
employees. 

ea the street from him there is a small ladies’ apparel store. 
Mr. W worked for 12 years to build this business. He has modernized 
the store inside out. It is a nice store and he is doing his best to make 
a little profit for his family and to make a fine store for the com- 
munity. 

Mr. W is well aware of this competition for capable workers because 
he is competing with this department store which you would think 
would be paying higher rates, but he is still having to compete on the 
basis of getting capable workers himself. So he knews that, cover- 
age or no coverage, he is still going to pay the going rate, too. 

In emphasizing his objection to this $1.25 minimum he pointed out 
that the retail industry, of course, is an industry in which the pro- 
ductivity cannot be controlled. It is not unusual to have a sales- 
son standing around nonproductive for as high as 4 hours. But, since 
no one yet has determined a way to regulate the shoppers’ habits and 
times of shopping, he has to have those girls there in case a shopper 
happens to pop in so he can give her the service so that she comes 
back the next time. 

As Mr. Young cited, we too find that. an average clerk on an aver- 
age day in our city would sell approximately $5 worth of merchandise 
in an hour, and, with the trend toward longer store hours, brought on 
a great deal by your shopping centers and your competition outside 
of your community, we should be thinking in terms of longer store 
hours and we are going to, if this thing is enacted, have to start think- 
ing in terms of shorter store hours, which just doesn’t make sense be- 
cause it will work a hardship on the community. 
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We could stop in every store on Clay Avenue, and hit Fourth Street, 
too, and you would still find the same answers. They will cut em- 
ployees. They will have to cut hours. They will have to cut services, 
cut down on their advertising, and raise prices. And if this is the 
kind of activity that builds a community we just don’t understand it 
that way. jue 

As I said before, we are already covered by the State minimum 
wage, which at least recognizes that we do not have the sales potential 
that our big city neighbor Pittsburgh has. 

I think if you doubt the difference in the sales potential, you need 
only examine the difference in rent. For instance, a small store loca- 
tion which would rent for $500 a month in Pittsburgh would rent for- 
less than $175 in Jeannette. 

The same thing applies to clerks. A clerk in a small town can cer- 
tainly live nicely on a lot less than a big city counterpart. If you 
look at the cost of clothing, lunches, transportation, rent, and right 
down the line you will see that there is a great difference. I have 
worked in the city of Pittsburgh, and I worked in Jeannette and I 
know the difference. 

This coverage is, I think, all too frequently referred to as the exten- 
sion of the protection of the Fair Labor Standards Act to these peo- 
ple. We find that it adds up to loss of jobs, loss of bonuses, loss of 
commissions, loss of training opportunities, loss of incentive and of 
recognition for outstanding ability and effort, and loss of extra in- 
come opportunities for our retired people and our students, and we 
just can’t see where this is protection for these people. 

Let’s leave Clay Avenue for a minute and go over to the industrial 
side and visit one of the new industries that the chamber recently 
brought in. It is an industry that manufactures a product worn by 
women, and the product is manufactured by women. As a matter of 
fact, it is a brassiere factory. 

This industry was brought in as a part of our plan to diversify our 
industrial base and also to make use of an unused labor pool, unskilled 
women. To attract this industry we had to show them that we had 
the available labor 1. So we inserted a small notice in the news- 
papers that job applications for this company would be taken. Ina 
2-day period we had over 1,200 women come to apply for jobs. This 
_ enough proof for us that this type of an industry was needed 
there. 

This factory is a union shop, and their minimum training wage is 
$1. Once they have completed their training, their base pay is $1.15. 
However, there is the incentive on a piecework basis. 

Mr. Lanprum. Excuse me. 

What was the learner pay base ? 

Miss Joyce. $1. 

Through this incentive pay, an average worker would make $1.50 
an hour, but if you were to increase the base for these untrained 
workers to $1.25, to maintain the wage differential between unskilled 
women and skilled men in our higher pay industries you would cer- 
tainly find that it would affect the whole industrial payroll structure 
of our community. When it would affect these companies they natu- 
rally would raise the cost of their goods that they produce. When 
they raise the cost of the goods that they produce—and these are com- 
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panies who are definitely —— from this foreign competition—they 
price themselves right out of the competitive position as far as the 
world market is concerned. 

We don’t propose and I don’t propose that you incorporate pro- 
tective tariffs in the Fair Labor Standards Act, but we do think 
that there is a definite tie-in between the raising of the base minimum 
and the foreign competition. When a local company loses a contract 
it not only hurts the community itself; it hurts on a national level. 

We have had experiences in Jeannette very recently with one of our 
companies losing out to a foreign competitor. This has repeated 
itself, and the main single factor—and I am now quoting an executive 
of the company—in determining their price on this thing that priced 
them out of the competitive market with their foreign competitor 
was wages. So when you look at this thing it is almost frightening. 
You look at it in a little community. Follow that through to the 
impact that it has on the national economy, and it is rather alarming, 
I beheve. 

I am here on behalf of our chamber and the Council of State Cham- 
bers, and our chamber and all chambers represent not only retailers 
but every type of businessman, including educators and industrialists, 
to ask you for heaven’s sake to let the setting of a minimum wage up 
to the States and let higher pay come from increased sales and profits 
and local competition, as it must. 

I think we are not asking too much when we ask you to leave us 
the tools with which we can keep our communities competitive and 
our industries competitive with the major cities and the foreign com- 
petitors. Leave our young people the opportunity to earn extra 
money and to receive the training that they need to better hemselves. 
Leave our older people the opportunity to be self-supporting and to 
supplement their small incomes. And leave our community the o 
portunity and the incentive to grow and prosper. But, above, all, 
[ think that this thing involves a point which is very dear to me. 
We ask that you leave our workers the dignity which is inherent in 
earning higher pay as a reward for superior work and ability. 

I want to thank you all for your patience in letting me give you a 
few of the facts and forecasts of the possible and probable effects of 
this legislation on Jeannette and its people and the little Jeannettes 
all over the country. 

Thank you very much. 

(Miss Joyce’s full statement follows :) 


STATEMENT OF GINGER JOYCE ON BEHALF OF THE COUNCIL OF STATE CHAMBERS OF 
CoM MERCE 


My name is Ginger Joyce. I am the executive director of the Greater Jean- 
nette (Pa.) Chamber of Commerce. I am pleased and my chamber is proud to 
be part of this presentation on behalf of the Council of State Chambers of Com- 
merce. And we should be part of it because, as a local chamber, we work very 
closely with our Pennsylvania State chamber just as local chambers in all parts 
of the country do. Also, just as the State chambers do, we local chambers repre- 
sent a broad cross section of all sorts and sizes of business. 

Gentlemen, I have been authorized by the Greater Jeanette (Pa.) Chamber 
of Commerce to speak on behalf of that group in pointing out the hardships the 
extension of coverage and increase in rates of the Fair Labor Standards Act 
would impose on the people of our city and other small cities such as ours. 

Jeannette, Pa., is a city of 17,000 people with a potential trading area of 
75,000. It is located approximately 27 miles east of Pittsburgh and is, therefore, 
considered a part of the Pittsburgh trading area. 
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hours than they will the rest of the 40-hour week. For example, Mr. L told 
me that his salesmen averaged $75 in commissions during a recent evening sale. 

Mr. L also has men whom he has been keeping on the payroll at a flat fee, 
whether they work or not. He calls on these men when he needs them for odd 
jobs, but whether or not he uses them, they are still paid. As Mr. L points out, 
there is sentimentality attached to employees by store owners in small towns 
and this is one example of how he tries to make work and help out some local 
people. If he must put these people on an hourly basis at $1.25, he will not 
continue to carry them on the payroll as it will result in the need to increase 
wages for all of his employees. 

So in this furniture and appliance store technical rules for overtime will hurt 
the salesmen and the customers most of all and a too high minimum would stop 
a nice man from being kindhearted. 

Now let’s take a look at the most popular spot in town for lunch. It’s a 
modern confectionery store with a counter, booths, and a small meeting room. 
Mr. B employs 12 people, 3 of whom are high-school girls who fill in during 
rush hours. Even now, customers complain because he doesn’t pass out the 
extra cups of coffee free like he used to, but in an effort to hold the line and avoid 
inflation, he has fought to keep his prices down and hasn’t increased even the 
price of a hamburger in the last 3 years. 

Now Mr. B can’t cut down too much on his help, although he will have to let 
the high school girls go, so naturally, his prices must go up. The office workers, 
bank clerks, and most of the salesclerks in town eat here, so, if his prices go up, 
there goes that increase the clerk got; up goes the cost of a business day for 
everyone in town, and so, as is inevitable, starts the inflationary spiral. This 
is the “stuff of which inflation is made.” 

Should Mr. B be exempt from coverage, he still must compete for employees 
with the businesses which will be covered, and will wind up having to pay the 
going rate anyway. 

Next let’s look at a department store, which was built by the grandfather of 
the present owners. He hoped to leave his heirs a business which would make 
their lives a little easier than his, but with the already complex records which 
must be kept, the imposing of the Pennsylvania minimum wage, the increased 
competition from shopping centers, and the higher cost of doing business gen- 
erally, his heirs are having to work a lot harder to hang onto the business than 
their granddad did to build it. 

This store which previously employed 15 high school students for extra work, 
cut all but one of these from the payroll following the enactment of the State 
ninimum wage legislation which is 85 cents in our community, 75 cents in smaller 
towns, and $1 an hour in Pittsburgh and Philadelphia. Mr. G says that if the 
Federal legislation is enacted as proposed, the pyramid effect of his other em- 
ployees’ wages would necessitate cutting all extra help. He pointed out that 
he would also cut down on the number of regular employees and those cut 
would be the older clerks who have been with the store for many years, as his 
clerks would have to do “double duty” and he would, therefore, have to retain 
the employees who are physically fit to take an additional work and respon- 
sibility. 

Mr. G feels that he will eventually be forced into putting in a “self-service” 
operation to cut down even further on help. 

Now let’s take a look at a small ladies’ apparel store. This store is privately 
owned and recently remodeled inside and out. Mr. W has worked for 12 years 
to build this business. He is fully aware of the competition for capable em- 
ployees because, even without a high minimum wage rate, he must compete with 
the largest stores and pay the going rate. Therefore, Mr. W is not lulled into 
false security by the possibility of being exempt from coverage, for he knows 
that “coverage or no coverage” he will have to continue to pay the same wages 
as his competition. 

To emphasize his objection to the $1.25 minimum wage, Mr. W pointed out 
that retailing is an industry where productivity cannot be controlled. It is not 
unusual, according to Mr. W to have employees nonproductive for a high as 4 
hours. Since no one has yet invented a way to regulate the customers’ shopping 
habits, he must be ready to serve them when they choose to pop into the store. 
Mr. W’s figures show that the average clerk in his store only sells, in an average 
day, approximately $5 worth of merchandise perhour. Mr. W, recognizes, as do 
the other retailers in Jeannette, the trend toward longer store hours and noted 
“just when the local stores should be considering longer hours, to meet the 
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I know you have been listening to a great deal of testimony involving figures and 
statistics, adding up to a strong collection of reasons why such legislation should 
not be enacted. I realize that such information is necessary and that repetition 
is a good thing. As a matter of fact, I firmly believe that these figures and 
statistics should, and must, be drummed out over and over again, round: the 
clock if necessary. until their message is received by those of you who will make 
the decisions. However, for a moment, I would like to stop talking about the 
effects of the proposed legislation in terms of figures and take a look at the 
effects of this legislation in terms of people and communities. People who have 
worked hard and taken risks to build a business for themselves and their 
families; these same people who have spent time, money, and effort to build a 
better community: people who will lose jobs; people who will not receive the 
fine service they are entitled to and who will pay higher prices for the goods they 
buy and young people who will not be given an opportunity to earn the extra 
money to help them through school, and who won’t be given the opportunity to 
be trained in careers in retailing. So let’s take a look at our community, and 
these people. If you could take a stroll down Clay Avenue, our main business 
street, with me, I think you might see the problem as we see it. 

Jeannette, like many other communities, is an old, industrial city, faced with 
the problems of competing with the large city of Pittsburgh, and the new shop- 
ping centers in the surrounding area. It is also faced with the problem of pro- 
viding opportunities for its young people which will enable them to supplement 
the family income during school years if necessary, and provide them with a 
future in the community so they will settle here when they have completed their 
education. 

The problem of “saving the downtown” is one of national concern. The Fed- 
eral Government has poured large sums of money into “hometown” projects 
for this very purpose and has proposed legislation to increase this type of 
assistance. In Jeannette, the businessmen, property owners, and the city gov- 
ernment, realizing the necessity for modernization of our main business street, 
have put up the money for a $150,000 program to bring our Clay Avenue up to 
date. This program is 90 percent complete and will be finished this July. Indi- 
vidual merchants are also modernizing their stores in an effort to revitalize 
the town. Prior to this modernization, the number of empty stores on Clay 
Avenue was increasing at an alarming rate. Now, through our own efforts, new 
businesses are moving in to again fill these store locations. We have provided 
plenty of parking at reasonable rates and, when the street modernization is 
completed in July, we will be ready to compete with the shopping centers and 
Pittsburgh and get our fair share of the business, if we increase our services 
and keep our prices down. However, as you will see when we visit a few of the 
business people on Clay Avenue, the proposed legislation will result in decreased 
service and increased prices. 

It is common knowledge that service and price are the main advantages to 
shopping in a small town and, all other things being equal, these two features 
will attract business to cities such as ours. However, if these two key factors 
are removed, as they would be if the proposed legislation is enacted, the money, 
the time, and the effirt we have put forth to put ourselves in a competitive 
position, will have been wasted. 

To demonstrate these facts, let’s stop first in a furniture and appliance store 
on Clay Avenue and see what one of the owners has to say about the effects of 
the proposed legislation on his business. 

This is a modern store, and just a look around tells us that it is a fine, well- 
run business which any community would be proud of. The business was built 
by the father of the present owners, who started out as a penniless immigrant. 
Through hard work and careful management, the family now owns three stores 
in various small cities in our area. At least 95 percent of their employees now 
make $1.25 or more an hour. This family generously supports all community 
and charitable projects and is a real asset to the community. Their annual 
gross sales are over $500,000. 

Mr. L is worried about the effect of the inclusion of commissions and bonuses 
in the computation of the time and a half overtime rate on his salesmen. He 
is certain that he will have to cut down on the hours worked by these men and 
alternate which salesmen work on nights of special promotions, to keep them 
within the 40-hour limit. He pointed out that this will mean that the salesmen 
who do not work the nights of special promotion, in some instances will be 
robbed of the opportunity to make more money in commissions in these few 
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cities and foreign competitors. Leave our young people the opportunity to earn 
extra money and receive training for careers. Leave our older people the op- 
portunity to be self-supporting and to supplentent their incomes. Leave our 
community the opportunity and the incentive to grow and prosper and, above 
all, leave our workers the dignity inherent in earning higher wages as a reward 
for superior work and ability. 

Thank you for the opportunity to present the facts and forecasts of the effects 
of the proposed legislation on Jeannette and its people and on the “Jeannette’s” 
all over the country. 

Mr. Lanprum. We thank you, Miss Joyce and Mr. Young and Mr. 
Priest. 

Together with the other statements we have had delivered to the 
committee today, I think, regardless of individual members’ feelings 
about the matter of increasing or keeping the minimum wage as it 
is, that we must all say that these two groups we have had today have 

resented sound, commonsense arguments which require deep re- 
Hect ion and serious consideration by the members, and we are certainly 
going to do that. , ; 

I would have just two or three questions, if you would indulge me, 
ma‘am, and the others. 

First, it is my understanding that the Fair Labor Standards Act 
of 1938 was first enacted as part of a program that had been growing 
for some time prior to that and which has grown since to eliminate 
in our wage-earner field in this country what had come to be known 
as sweatshops. 

Is that a pretty fair statement of why we had the fair labor 
standards law develop, trying to eliminate the sweatshops or the 
places where substandard wages and substandard working conditions 
were creating a most unfair competitive situation in business, plus 
the denial to those wage earners of the common, ordinary, decent 
standard of living ? 

If we accept that as the reason for the enactment of the Fair Labor 
Standards Act—and I do accept it as the reason—then I would ask 
you, as one who from your statement must be a very, very close 
observer of your community and of the communities around you, do 
you see today in industry or in the businesses supported by industry 
any of the sweatshop conditions that existed at the time we enacted 
this Fair Labor Standards Act? 

Miss Joyce. This is one of my favorite subjects, Congressman. We. 
are accused in many instances in Jeanette of bringing in sweatshops. 
This brassiere factory has been referred to as a sweatshop. 

If you would take a trip in there and see the fine lighting, the 
remodeling job they have Aen the playing of pleasant music while 
the girls work, the free coffee, the nice circumstances under which 
these women do work, and then, as one of our bankers told me at a 
meeting where the sweatshop thing came up, stand at the bank win- 
dow when they cash their checks, you will find predominantly the 
people in our own town who are calling these sweatshops are not 
cashing as large a check as these girls who are working in the factory. 

No, we do not feel that such conditions do exist. 

Mr. Lanprum. Therefore, your concern at this time is not so much 
with ridding us of any sweatshop condition as it is keeping a con- 
tinued and stable employment level in your community ? 

Miss Joyce. That is right. 
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outside competition, we will be forced to reduce the number of hours we are 
open, and this will certainly work a hardship on the community.” 

And so the story goes, all up and down Clay Avenue. Every retailer will tell 
you that he would have to cut employees (predominantly students and older 
clerks), cut hours, cut services, cut down on advertising, and raise prices. If 
this appears to be the kind of activity which will build a business community, 
we in Jeannette fail to see it that way. We are already covered by our State 
minimum wage, which recognizes the local problems to the extent that we are 
given a handicap over our big city competitor, Pittsburgh. And if you do not 
believe that a retail business in a small city does not enjoy the same sales po- 
tential as a retail business in a large city, you need only to look at the difference 
in rent. A small store location, which would rent for $500 in Pittsburgh, only 
costs $175 a month in Jeannette. If you do not believe that a clerk in a small 
town can live nicely on far less than her big city counterpart, you need only 
examine the cost of clothing, lunches, transportation, rent, etc., of each. 

This coverage is referred to too frequently as an extension of the protection 
of the Fair Labor Standards Act to these people, but in our community it adds 
up to loss of jobs, loss of bonuses, loss of commissions, loss of training oppor- 
tunities, loss of incentive and recognition for outstanding ability and effort, loss 
of extra income opportunities for retired persons, students, etc. 

Let’s leave Clay Avenue and the retailers for a moment and visit one of the 
new industries attracted to Jeannette through the efforts of our chamber of 
commerce. This industry manufactures a product which is worn by ladies and 
manufactured by ladies—it’s a brassiere factory. 

This industry was brought to Jeannette as a part of the chamber’s plan to 
diversify the local industrial base and make use of an unused labor pool existing 
in the area—unskilled women. When the chamber announced that applications 
would be accepted for jobs in this plant, over 12,000 women responded in a 
2-day period, indicating the need for an industry which could use these untrained 
workers. 

The minimum wage required for these women, while they are receiving their 
training is $1 an hour. It is a union shop and upon completion of the training 
period, the workers receive $1.15 per hour base pay. with additional incentive 
pay on a piecework basis. Through this schedule, the average worker makes 
over $1.50 per hour. Keeping in mind the fact that these are unskilled workers 
who could not be used in the higher paying industries, let us study the effect 
of the increasing of the untrained worker’s rate from $1 to $1.25 an hour, on 
not only this industry, but on the whole industrial payroll structure of the 
community. 

If the minimum for these workers is increased to $1.25, then the trained 
worker must receive a proportionate raise in pay to provide incentive through 
retention of the wage differential. When the salaries of these unskilled workers 
are raised, the workers in the higher paying industries will in turn demand a 
proportionate increase in pay to retain the wage differential between unskilled 
women workers and skilled male workers. The companies, in turn, will have 
to raise the cost of the goods they manufacture and, in so doing, will further 
price themselves out of competition with foreign companies for the world 
market. This matter of foreign competition is already a problem of growing 
national and local concern and should be remedied rather than made worse. 

It is not my intention that FLSA should become involved in protective tariffs, 
but I point to this example to show the vastness and the seriousness of the effects 
of an increase in the minimum wage rate on a national level. It is actually 
frightening to consider the effects of such legislation, as you trace it from small 
towns such as ours to the impact of these smalltown conditions on the national 
picture. When one of our companies loses out to a foreign competitor, as was 
our experience in Jeannette recently, the entire Nation suffers and the local 
workers lose work and jobs. 

Our chamber and the people of our community have worked hard to bring 
in new industry and encourage expansion of the existing industries to provide 
jobs for our people and we will not sit idly bv and watch jobs and advancement 
opportunities being taken from our people. That is why I am here, representing 
a group that is not made up predominantly of retailers * * * but of every type 
of businessman, including industrialists and the educators of our community, to 
ask you, not so much for the retailers and industries themselves, as for their 
employees, to leave the setting of minimum wage up to the States and let higher 
pay come from increased sales and profit and local competition. as it must. 
Leave us the tools with which we may keep ourselves competitive with major 
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Mr. Priest. I would like to say in my community we are workin 
every day to try to attract industry, and we must to stay alive, an 
we have been successful in attracting a little of it, and we had the 
same experience that Miss Joyce did. We recently succeeded in 
getting a kitchen cabinet factory down in our town, and, of course, 
we inserted a very small ad in the newspaper for help, and, of course, 
we got many, many more applicants for the job than we had jobs, 
which showed us that jobs is what we need, not wage control. We 
need jobs. Our people are all happy when they can get a job at the 
going rate, at the competitive rate in the community. 

Mr. Lanprum. Mr. Young, could I ask you one question, please, 
sir, because these other gentlemen will require some time. 

On the first page of your statement, your $200,000-a-year opera- 
tion is in Fort Valley, Ga. ? 

Mr. Youne. Yes, sir. 

Mr. Lanprum. Reading after that I seem to read into it that you 
would not be covered under any circumstances by this extension of 
this act. What about your other three stores when you combine your 
aggregate with this aggregate? Does that keep you under the half- 
million-dollar figure ? 

Mr. Youne. Yes. 

Mr. Lanprum. Are all of these four stores in the State of Georgia? 

Mr. Youne. Yes, sir. 

Mr. Lanprum. Incidentally, just how local is this chain ? 

Mr. Youne. You mean our chain or the competitors ? 

Mr. Lanprvm. Is it a national chain with a few local operations, 
or is it a local chain store? You say “This local chain is just big 
enough * * *.” 

Mr. Youne. That is my competitor. He operates 40 stores in the 
State of Georgia and would be covered. 

Mr, Lanprum. He operates 40 in the State of Georgia? 

Mr. Youne. Yes. 

Mr. Lanprum. Do you know whether he operates outside the State 
of Georgia? 

Mr. Youne. No, sir, he does not. I am not too sure about that. 

Mr. Lanprum. Therefore, when you say local you mean that it is 
not a nationally funded concern ? 

Mr. Youna. That is right. 

Mr. Lanprem. It is local capital. 

Mr. Youne. That is right. 

Mr. Lanprum. However, your argument then is that if this law 
is amended so as to remove him from his exempted standing and 
bring him under the provisions of the act and still leave you out 
technically, even though you are technically exempt you are going 
to have to meet the standards of the act; is that right? 

Mr. Youna. Yes, sir. We have to meet any competitive situation 
now. 

Mr. Lanprum. Therefore, what you are saying to us is “Don’t kid 
me. I know what you are doing.” 

Mr. Youna. That is right. Even without a law, whatever my 
competitor does I have to meet. Retail stores don’t have sweat- 
shop wages any more either. We pay the going rate, whatever type of 
retail establishment is in our town or even nearby, and we would 
have to pay it under any conditions. 
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Mr. Lanprum. I want to go back to this charming Jady over here 
who has made such a very sound statement before us today...” 

Do I understand you correctly to say that inthe State of Penn- 
sylvania, which has a State minimum wage and maximum hour law, 
your State law provides for a different wage in a different-size town / 

Miss Joycr. That is right. 

Mr. Lanprum. The smaller the town the lower the wage ? 

Miss Joyce. That is right. 

Mr. Lanprem. And coming up until you reach the $1 minimum now 
prescribed in Federal minimum wage in your larger cities / 

Miss Joyce. Yes. 

Mr. Lanprum. I believe that is all [ have. 

Mr. Roosevelt. 

Mr. Roosrveur. Mr. Priest, I would concur with what the chairman 
said. I think you made a very clear and understandable statement. 
While I might not agree with all of your philosophy, I certainly do ap- 
preciate the manner in which you presented it. 

I would first just like to correct something for the record because I 
think it is important that we do correct it. 

On the bottom of page 2 you say : “How do we decide that a store do- 
ing $500,000 in a community is in interstate commerce whereas his 
competitor at $100,000 is not? Any arbitrary line drawn this year can 
be changed next year * * *” and so forth. 

Of course, we are not doing that. We are not trying to decide that 
one is in interstate commerce and one is not. We are simply exempting 
them, where there are people who are in interstate commerce and who 
recognizably are such, who are exempted, and this exemption has noth- 
ing to do with saying which are within interstate commerce and which 
are not. 

I think that should be clear because your statement implies that the 
exemption automatically classifies them as not being in interstate 
commerce, and that isn’t quite so. 

Mr. Priest. I will be glad for that to be corrected. However, I 
would like to further state on that same statement that what we were 
actually trying to accomplish there was not to define what is and what 
is not interstate commerce, but, rather, to show the fallacy of trying to 
draw an arbitrary line which, as was shown by Miss Joyce—I would 
like to give you a little example of my own business if you 
will indulge me just for a minute or two. As I told you in the begin- 
ning, I am in the retail business; have been for many years. We 
started off with one store, with $500,000 worth of stock in a very small 
town in north Florida, and we have built that into a small chain of 15 
stores doing over a million dollars’ worth of business today. Our 
stores happen to be right straddling the Georgia-Florida line. We 
have some in the chairman’s State, and we have some in my own State 
of Florida. They are all small stores. They would all be covered 
under any proposal, as I was saying. Regardless of what bill it is, they 
would be covered under the thing. ; 

_ In many, many instances our store would probably be the only store 
in town that would be covered, while there are plenty of stores in the 
town doing more business than my local store would be doing, and it 
Just seems to me to draw an arbitrary line and say this is a shutoff 
point. I think it is all wrong and I can see no justification in the world 
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for it. It 'séems you could think of a hundred different ways that 
would be better. 

Mr. Rooseveit. Of course, at the same time you also make the argu- 
ment that there really isn’t any need to draw the line because if one is 
affected the other is going to have to be affected, too, as you are going to 
have to meet competition. So you are, in essence, counteracting that a 
little bit. You are not going to be hurt any more. You are all goin 
to be exactly in the same boat according to your theory, regardless o 
whether we draw the line. 

Mr. Priest. That is true, except that it goes a little further than 
that. We also point out that we will all be hurt. We will be hurt by 
inflation and we will be hurt by the nuisance of having to be controlled 
from some Washington board. 

Mr. Roosrveit. Let me ask you very honestly—and I hope you give 
mea frank answer about it: 

Suppose that we took your advice: we decided to go ahead with 
covering the retail field and we decided that maybe your argument 
was right. We will eliminate all exemptions because of size. Would 
you think we would have written a fairer bill with respect to the 
smaller businesses than we would have if we had exempted them ? 

Mr. Priest. I wasn’t suggesting that. Of course, I think the better 
thing to do would be not to bother it. 

Mr. Roosrvett. I know, but as long as we are going to write it any- 
way, your advice then to us would be to forget the exemption ? 

Mr. Priest. I believe I would think it was fairer. 

Mr. Youne. I would. 

Mr. Priest. Because I just don’t think it is fair to say, “Now this 
is it. If you are $1 above this you are in, and if you are $1 below 
you are out.” I don’t think that is democracy at all, and I can’t see it. 

Mr. Roosrvetr. Yesterday we had a group in here from the lumber 
industry and we said, “If you work a 12-man gang you are out of the 
law. If you work more than 12 men you are in the law.” It is an 
arbitrary setting. Everybody is agreed to it. It is based on a certain 
rough formula that this is the breaking point between a big gang and 
a little gang. But we have done it in that instance, and we have done 
it in many, many other instances where, rightly or wrongly, it has 
become an accepted principle. 

I am perfectly willing to accept your theory, but I want every small 
store in the retail business to understand that it is the advice of the 
chamber of commerce as presented to this committee, if we decide 
to go ahead with it, that we eliminate all of the exemptions. That is 
perfectly all right with me. 

Mr. Lanprum. Will the gentleman yield ? 

Mr. Roosevett. Yes. 

Mr. Lanprum. I think the gentleman has intended to do that all 
along from the time he introduced his bill, because, as I read the bill, 
there actually would be no exemptions if we leave in the bill as it 1s 
presently written items (6) and (7) of section 3. 

Am I wrong in that? 

Mr. Roosevett. I think the gentleman is wrong, but I think, in 
order to make that clear, that we should clarify that. I think the 
gentleman is completely wrong. 

Mr. Lanprum. Of course, you said to this gentleman, if they don’t 
want the exemption we will cover them all. That is what you said. 
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However, I actually believe that your bill as presently written covers 
them anyway, whether he does $100,000 or $50,000. 

Mr. Roosever. It is not intended to, and the best legal advice we 
can get is that it is not so. However, if we decide to leave it in, we will 
make it very clear. 

Mr. Lanprum. I am not ready to accept that legal advice. 

Mr. Priest. I would also like to state for the record that my in- 
tention is not to recommend that you cover either. I was just simply 
pointing out that it is possible it would be a fairer way—or dozens of 
other ways that it could be done if it had to be done. But you have 
the size of atown. You have everything in the world to consider, the 
numbers of employees and Lord knows what else. 

I just think just simply an arbitrary cutoff point is wrong, because 
what would be good for a man in New York or a business in New 
York would simply put me out of business in Madison, Fla. 

Mr. Roosevetr. Of course, I was coming to that, which is also in 
your statement. 

You say on page 3 in the second paragraph : 

Therefore, by what stretch of our economic imagination can it be said that 

any of the retail and service trades employees in the courthouse towns of Amer- 
ica must be paid the same minimum wages as those working in our biggest, 
busiest cities? 
Again, that is not the statement, and that is not what the law implies, 
inany way. There are many, many cities where the minimum is far 
higher than $1.25. Yet you are implying that you must pay the 
minimum in the biggest cities. Actually, we are simply saying that 
the minimum in any part of the country must be $1.25. It is an estab- 
lished fact that in many areas of the country the minimum is far 
higher than that. So it is not quite fair to say that we are ordering 
oe the minimum paid in the big and the small cities shall be the same, 
at $1.25. 

I think I understand. What you mean is that we would establish 
a minimum which is generally, perhaps, accepted, or nearer to the 
accepted minimum of the big cities, and that we are trying to bring 
the minimum in the smaller cities and towns up to that minimum. 

Is that not what you really meant ? 

Mr. Priest. Sure; that is what I meant. But, on the other hand, 
we pointed out many times, here, after we establish a minimum, then 
we start reestablishing the entire wage curve again, and of course it 
is just hard for my group to understand why in the world you can just 
pick up a figure and apply it to every town and village all over the 
country and why it is necessary, in the first place. 

Mr. Roosevett. This, of course, is a philosophical discussion, and 
we are not going to convince each other this afternoon. 

Mr. Prissr. No. 

Mr. Roosrveit. But I think the record will show that the chamber 
of commerce has used the same argument through the years, getting 
back in 1938, when the NRA was brought into effect, and all through 
the years they have always basically opposed any raising of the 
minimum on the general broad theory, as you put it out here, that 
this is a matter for normal economic adjustment or for collective 
bargaining between employer and employee. 


Mr. Priest. Yes. 
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Mr. Rooseve.t. But the record shows, I think—and the basic cause 
for it—and I only repeat it because I think it must be repeated every 
time that there is testimony the other way—the record shows that 
there develops in the economy unhealthy spots where the wage scale 
is so low and the standard of living is so low, and that it is impossible 


for the employee, for a variety of reasons, to get relief, and to raise: 


his wages, and that affects the entire economy; and, as has been testi- 
fied in many instances here, if all of the economy was on the healthy 
basis there would be no reason for this. But there are these spots. Cer- 
tainly, it is not across the board, but they are spots where, to raise: 
the minimum wage, in the opinion of those who have followed this: 
through the years, have seen the country adjust to it, have seen it not 
create the hardships that were claimed, we honestly believe that this 
will be a better thing, all the way across the board, for everybody, 
that you will have more manufacturing plants in Jeannette or Florida 
or Georgia, because there will be a higher purchasing power in the 
hands of the people who, today, are unable to buy these things. 

That is the other side of the coin. I am not going to try to ask 
you, of course, to change your view. You very eloquently stated your 
side of it, and it is certainly worthy of very careful consideration. 

Mr. Younc. May I add a little word to that, sir? You might 
consider it. 

Mr. Roosevett. Certainly. 

Mr. Youne. If it were going to stay just where you say it is going’ 
to stay, and no further, that it would just raise a few substandard 
wages wherever they are, and that would be the end of it, probably 
we would all be happy, but my information is that this is just the 
beginning of a spiral that will carry forward in all degrees of labor: 
Your young employees, your old employees, and any type of labor. 
This would be just a starting point. It cannot stop there. 

Mr. Roosrvetr. Mr. Young, that is the argument that has been 
used. There is some evidence that it was somewhat that way after 
the last one but on the whole that it was not completely so. It isa fact 
that the minimum as set against the average hourly wage, the difference 
between them continues to widen, that when it went into effect in 
1938 it was fairly narrow, that is, the difference between the average 
hourly wage and the minimum wage, the statutory minimum, that in 
each suceeedine time that we have looked at the problem the margin 
has become wider, that the other wages have grown up and up and 
that there are the forgotten people. or the people down the line in the 
minimum, below the minimum, and that the only fair thing to do is to 
bring these people down the line, who in most instances have not any 
collective-bargaining power, to bring them un to the point where thev 
get back to the ratio where they were, so that there is maintained 
that ratio. 

Now, the chairman has asked time after time of the labor leaders 
who have appeared before this committee: “Do vou intend to use 
this minimum wage as the basis for a demand for higher wages 
amongst those who would not be covered?” and in each instance these 
labor leaders have replied that it is not their intention, that it would 
not be feasible for them to do so. and that actually the quotation— 
and I have forgotten which one of you made it—on the International 
Ladies’ Garment Workers Union pamphlet, I think, is a misunder- 
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standing of that pamphlet, because what it means is once they get 
these people up to a point where they can join the union and become 
active members, then they can begin to share with the benefits that the 
other union members are getting across the bargaining table. 

I recognize that as you read it it is possible to construe it as you 
construe it, but I am certain, in my own mind, Mr. Priest, that that 
was not the intention of the words of the pamphlet themselves. 

Mr. Priest. I am glad to hear that, because it sure looked the other 
way. 

I would like to make just one other statement there. You men- 
tioned the forgotten group, that is down at the bottom of the ladder, 
and of course we all know they are there. But of course, we have 
tried to point out here, and during all the years that I have been 
thinking of this subject—which has been ever since it started, it has 
always been pointed out by groups like these gentlemen here this 
morning and like our group that there would be unemployment as 
a result of this thing. I am thoroughly convinced that there would 
be. 

Mr. Roosrvetr. But the record shows that it is not, that that has 
not been the result in the past. 

I do not see how you can make that claim, time after time, and have 
the Department of Labor come up here and say it has appreciable 
practically no effect at all. 

Mr. Youne. Mr. Roosevelt, that is not in retail work. That is not 
in retail labor. 

Mr. Roosrvetr. It isnever applied in retail work ? 

Mr. Youne. That is the point. We tried to bring out the point 
how it is going to apply in retail. It is not going to apply in retail 
like it does in heavy industry and manufacturing. 

Mr. Roosrverr. Of course, that is the problem, and there is a 
(difference of opinion. 

Now, the Department of Labor in its testimony before this com- 
mittee, and in the administration bill by my colleague on the other 
side of the aisle, specifically suggests the coverage in the retail field, 
do they not, sir? 

Mr. Youne. I am not sure, sir. 

Mr. Roosrverr. They do. The reason that they do is that the 

Department feels that this will not happen in the retail end of it. 
If it does, I agree with what I think somebody said this morning, 
that sometimes one has to have emergency steps to correct what may 
be wrong. 
_ If this proves not to be feasible, as certainly legislation has in some 
Instances proved to be in the past, we would have to meet that problem 
nght then and there, but when we know that the one great industry 
in this country—and it is a great industry—the retail business—is 
the business where there still remains these great numbers of the 
forgotten people, with the great differential between the average 
hourly wage, then we feel there is a responsibility to at least try to 
do something about it. 

Now, if what we try does not work, it is our responsibility then 
fo turn around and undo what we have done. That is always within 
the privilege of the Congress, and the people’s Representatives. 

_ But I feel equally that we would be equally wrong to allow an exist- 
Ing situation, which we know exists, which is factual, to let that con- 
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tinue, while the rest of the population continues on upward and 
upward in their hourly wage scale. 

Mr. Priest. You know, the only reason I would know that the con- 
dition that you are talking about exists would be hearing about it 
through Congress, because being in the retail business for 35 years, I 
never knew that it existed. 

Mr. Roosevett. I do not think it does to some types, and in many 
businesses. For instance, many of the retail stores—and I meant to 
ask you that, Mr. Priest—in California, for instance, the local retail 
store pays a higher wage scale than Woolworth’s or Sears’ or some of 
the other chainstores, and they do it, and very frankly say that they 
do it, because they have to give service and the only way that they get 
the kind of help that they need is to pay them more. 

In actuality, I think you will find, and I do not know that this is 
true, and I cannot say it is true in your part of the country, that many 
of the small retail establishments would not be affected, whether we 
brought them in or did not bring them in, because they are already 
paying the $1.25 an hour or more in their areas. 

Is this not true in your area ? 

Mr. Priest. My area covers everything from Miami Beach to towns 
much smaller than my town of Madison, Fla. So we cover everything 
from the sublime to the ridiculous. 

Mr. Roosrvett. I would rather deal with the sublime. 

Mr. Prisst. Yes; I would, too. In that case I would not mind it. 
That being in effect in Miami Beach, I am sure it would affect nobody. 

Mr. Lanprum. You are taking the wrong choice. 

Miss Joyce. May I say something here? 

Mr. Lanprum. Certainly. 

Miss Joyce. As I pointed out in my statement, we have already 
seen the effects of this on retailing, and we know definitely, in Pennsyl- 
vania, that it has resulted in the loss of jobs to these young people and 
to older people in Greensburg, that there was an example where the 
older clerks were dismissed just with this 85-cent minimum. 

Now, what would happen if you take this up to $1.25? 

Mr. Roosrvett. I am going to let Mr. Dent defend himself on that. 
That is his law. I will let him defend himself on that, when it be- 
comes his turn to ask the questions. 

Miss Joyce. What I am trying to point out is that we have seen 
it in Pennsylvania. I cannot quote vast statistics. I did not go into 
it that far. 

Mr. Rooseveit. We have it in California. It may be that we are 
growing so fast, but the retail employment in California where we 
also have a State minimum wage law that applies, we have increases 
in these same areas in employment. Maybe that is because we are 
growing faster and the business is generally growing. 

Miss Joyce. I also will say you are also one of the major tourist 
areas of the country. 

Mr. Rooseveit. That is true, and I hope for a while this will con- 
tinue, if I may say so. 

I think the evidence is conflicting, and we come back to the main 
basic point, as far as I am concerned: What do you do about these 
people who ae gen s0y are below this already very low level in com- 
parison with the price level, which I think you will all agree everybody 
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has to pay. If you are receiving less than $1 an hour or less than $1.25 
an hour, you do not go to the store and say “My wages are so low, I 
want a 20-percent discount.” 

Mr. Lanprum. Will the gentleman yield at that point ? 

Mr. Roosevett. Yes, I yield. 

Mr. Lanprum. Mr. Priest or Mr. Young, either, you are merchan- 
disers. 

Let me assume for the sake of argument that we go ahead and pass 
this law just as it is written, and subject businesses, such as yours, to 
the fair labor standards act, require you to meet the maximum hours 
and the minimum wage of $1.25. 

Are ie going to increase the price of your goods that you are 
selling ¢ 

Mr. Pcie. Yes, we would have to. We certainly would. 

There would be two or three things we would have to do. In fact, 
we are already beginning to think about it. 

In the first place, we would change our stores over to self-service as 
fast as we could, which would probably eliminate a few employees. 

Mr. Lanprum. My point in bringing that in was because of Mr, 
Roosevelt’s suggestion that they have already high prices. 

Mr. Priest. Tim getting to that. 

We would of course, naturally have to raise our prices because I 
think the goods bought would cost. us more. 

Mr. Lanprum. You are not going to absorb any increase that is 
legislated upon you ? 

Mr. Priest. We could not absorb one more penny of increase from 
any direction, because our profit margin is at the narrowest point 
it has ever been in the history of my business, which is 35 years old. 

Mr. Lanprum. That is all. 

Thank you for yielding. 

Mr. Roosevetr. Mr. Priest, let me just take the chairman’s proposi- 
tion for a minute. You know, I think—and I think you will admit 
to me—that if your competition does not raise their prices you are 
not going to raise your prices. What you do is exactly what you said: 
you find other ways of economizing to keep our prices down in order 
to keep yourself in competition. 

That was exactly what the employers of the garment industry came 
in and told us the other day, that, yes, they would like to pass it off 
if they could, but they were afraid that they would not be able to pass 
it on because competition would force them to keep their prices down. 

Is the same thing not true in your industry ? 

Mr. Priest. There are two other things we would do if we did not 
raise our prices. Number one, we would immediately implement 
self-service; that is, what we call sell-service, in our stores, which 
might eliminate a few employees. 

In the second place, if we had to pay a higher minimum rate we 
would certainly eliminate some of the people that we have and get a 
better grade of employees. 

So that the very group that you are trying to help would be the 
very ones that would be suffering the most. They would be let out 
inmost instances, without anything to do. 

I am thoroughly convinced that that would be the result of it. 

Mr. Roosevett. Well, that is a debatable point. 

55097—60—pt. 2——11 
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Mr. Priest. We are going round and round. 

Mr. Roosevetr. I think we will just have to wait and see, 

Mr. Priest. Yes. 

Mr. Youne. Mr. Chairman, may I make one little observation ? 

Mr. Lanprum. Yes. 

Mr. Yowune. I am convinced that Mr. Roosevelt. has never operated 
a little store in a little town and he never will. 

Mr. Denv. Do not say he never will—there is no tenure in Congress, 

Mr. Roosevetr. You might be surprised. 

Mr. Younc. You do not know how hard work it is to run a little 
store in a little town. 

Mr. Rooseverr. I know it is mighty hard work, believe me. 

Mr. Youne. It sure is. 

Mr. Roosrevetr. While I cannot say I actually operated one, I think 
I know enough people who have and who do. I happen to havea 
brother who worked in the retail business for a long, long time. By 
secondhand osmosis from him I have received quite a lot of infor- 
mation. 

On page 3 of your statement, Mr. Young, you make the point which 
I think is quite an interesting point. You made the point that you 
went to New York and you looked at Stern’s and Gimbel’s and Macy’s. 
They had some displays, and you thought they would do pretty well 
back home and found you were doing the same thing back home and 
the price was exactly the same. 

Mr. Young. That is right. 

Mr. Roosrvetr. So the people in the city of New York, with higher 
wage scales, were paying exactly the same price in New York that 
you were asking the people who have lower wage scales, to pay in 
your area. That is exactly my point, and we have proven it over 
and over and over again before this committee, that when Woolworth 
sells a $5 dress or a $10 dress in New York they are selling the same 
dress at. the same price down in your area. 

Mr. Youne. Mr. Roosevelt, all the factors in retailing in the small 
towns are not necessarily wages. Our ratio of rent, our ratio of 
managerial help, our ratio of many, many expenses are less, and if we 
keep them to that minimum in order to compete with the large stores 
in large towns—— 

Mr. Roosevetr. If you sell the same thing at the same pricee—— 

Mr. Youne (continuing). And at the same wage, then you impose 
a terrific hardship on us. We have terrific savings in rent. We have 
terrific savings in that we do not have to have expensive managers. 
Our stores aresmall. We practically 

Mr. Roosrvett. Why does this not get passed over to the consumer, 
the customers? Why do you charge the same as they do up there, 
then? 

Mr. Younc. Why do I charge the same? 

Mr. Roosevetr. Yes. 

Mr. Young. It is a volume proposition. My volume is so small 
that I am very fortunate to be able to sell it at the same price that he 
does, very fortunate. I could not sell it for any less—in fact, I am 
doing almost an impossible job to sell it at the same price that he does. 
The reason I cannot is because 

Mr. Roosevett. The thing I want to bring home is—and I would 
agree with you on the question of volume—I think there is a valid 
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point there—the thing we must begin to realize in this field is that 
the general standard of living, while there used to be a lot lower e- 
eral price level in certain parts of the country than there would be 
in the more urban parts—in the northern parts or western parts, that 
the facts show that this differential is narrowing more and more, and, 
as you bring out the instance that you talked about, and as could be 
duplicated in many, many other lines, these general prices, for one 
reason or another are getting to be the same. 

Yet we have a certain group of our citizenship, without the pur- 
chasing power to compensate for this increase in the price level in the 
rural areas or the areas that used to have a lower level, and we are 
asking them to stay with their old earning power level, whereas other 
people have been able to gain in a compensating amount, to maintain 
a higher standard of living. 

Mr. Priest. Usually a person in a small community, even though 
they are paying the same price as a person in New York, have so 
many other advantages. They are within two blocks of the store; 
they get there without any costs; there are no parking problems. 
There are no transportation problems, and there are so many other 
advantages, until their less purchasing power would probably buy 
as much thread and zippers in the windup as the person in New York 
with a little more purchasing power. 

Mr. Roosevetr. That is not what the worker will tell you. That is 
not what the person down the line will tell you. 

Mr. Priest. They are pretty happy all over. In the area that I 
come from, I believe the retail people, if they could just be left alone, 
they would be pretty happy just as it is. I mean the workers, as well 
as the businesses. 

Mr. Roosevetr. It is strange that the workers do not come up and 
tell us that. None of the workers tell us that. I have no ay that 
tells me that from a worker. I get it from the chamber of commerce, 
as I get it from the employers. But I do not get it from the worker. 

Mr. Priest. Maybe we should start working on them. I believe we 
could get them to do it. 

Mr. Roosrvetr. I believe you could probably do a very effective job. 
I think you have a tougher job in selling them than you do to some- 
body else. 

However, let us go on from there for half a minute. I just wanted 
to say to Miss Joyce, that I think her presentation was particularly 
good, because it did tie it down to the specific illustration, and all [ 
can say is I hope you are wrong. I want to compliment you on a very 
fine statement, in every possible respect. I am only glad we do not 
have many people like you before this committee, because we might 
not be able to pass the bill if we had. 

I appreciate your coming. 

Miss Joyce. Thank you. 

I would like to answer your comment on not hearing from the clerks 
to this effect. 

I think that all of you Congressmen readily agree that the people 
who are happy with what is going on you never hear from. It is the 
ones who are unhappy with what is going on that you hear from, so 
possibly it is because the clerks are i so content that you do not hear 
from them. 
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Mr. Roosrviet. I did not say we did not hear from them. We hear 
from them, but do not hear from them that they are happy. We hear 
from them that they are unhappy. It is just as you say. When they 
are unhappy, you hear from them—and I hear from them. That is 
what bothers me. It is when Mr. Priest says they are all happy, that 
is not the story I am getting. 

And remember, most of these people are not organized, they are un- 
organized, particularly in your retail field, as you well know. This is 
the largest unorganized major industry left in the country. It is the 
unorganized people that I hear from, that they are unhappy, and 
that is what bothers me, because I think they have no one to stand up 
and speak for them. 

Mr. Prresr. I tried to make a point, and I do not know if I did, 
that the distribution system, which of course is the retail industry, is 
probably doing one of the best jobs of any other industry in the whole 
country. There is no product, regardless of whether it is a Dixie cup 
or a steam engine, that can ever reach any consumer until it goes 
through a retail dealer. All of that vast gross national product is 
handled every year, year after year after year, with absolutely no help 
from anybody, not a dime from Washington goes in to subsidize us 
or keep us going or keep us making a profit. We are just doing it 
just by being left alone. 

Honestly, I think if the retail industry of this country could be left 
exactly like it is right now it would be the best day’s work that the 
Congress of the United States has ever done. 

Mr. Roosevett. Thank you. 

Mr. Lanprum. Now, gentlemen, we could argue philosophy here 
with Mr. Roosevelt and these two gentlemen out there, forever, but I 
think the record ought to show that Congressman John Dent, with the 
delightful and charming lady from his hometown, sat here in a most 
patient manner, all day long. 

I think it is time we recognize him and turn this business over to him 
a little bit. 

Mr. Den. It is very unusual for me to be patient that long. 

First of all, I think that I speak for the committee in saying that all 
of the testimony has been helpful and particularly I want to compli- 
ment Miss Ginger, because she brought it down to the crux of the 
whole situation, that is facing this committee at this time on this 
particular bill. 

Prior to this adventure that we are now embarked upon in govern- 
mental action in mininum wages, the matter was one that was con- 
tained strictly in the production field or industrial field, more or less. 

That was caused by the communities themselves, very frankly, the 
original legislation was caused by communities raiding other commu- 
nities for industry, based upon a low wage level in an industry and in 
an area, and one of the prime reasons that we had national laws, or 
the national minimum wage law or the maximum hour law, was to save 
communities, like my town, which has suffered quite heavily in the last 
generation from having its industries taken from it by other commu- 
nities offering lower wage levels for the production of their goods, and 
there is not as much sentiment attached to the industrial field as there 
is to the Main Street retail field, and we have discovered that many 
States are not above encroaching on other States, and, therefore, basi- 
cally, the sound reasoning behind the original passage of the legisla- 
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tion was to try to equalize competitively the production of goods to the 
point where one community would not enjoy a competitive advantage 
over another one because the real, bad situation in this country is when 
a community loses a major production industry in it. 

We have had to suffer that in our community, and Miss Joyce has 
told you the uphill battle that a small town has had in trying to recover 
from these things. 

Now this adventure which we are embarked upon now is the result 
of a philosophy, not basically American, but it happens to be American 
now, because we have lodged in the minds of the people all over the 
world the idea that by stepping up the buying power of those under- 
privileged persons, that we give them an economic betterment, an 
economic way of life better than that which they enjoyed. This is the 
result of that. 

Today we are discussing on the floor billions of dollars in the form 
of economic aid to foreign countries. 

Do you know what it is for? It is to raise the buying power of 
the underprivileged people or the underdeveloped countries, in order 
that they can sustain themselves in a better economy. It relates 
back to the country itself. 

We have approximately 40 million people in the United States 
estimated to be drawing less than $1 an hour in this country. If 
that is true 

Mr. Lanprum. Wait. How many? 

Mr. Denr. 40 million at less than $1.25, yes. That was put in 
the record. And 20 million less than $1. 

The coverage on Mr. Roosevelt’s legislation alone will run into 
somewhere—what ? 

Mr. Roosrvetr. About 7,500,000. 

Mr. Den. 7,500,000 in the coverage under Mr. Roosevelt’s bill 
alone. 

Now, what happened is that the price of goods is not based upon 
the minimum wage. The price of goods to the retailer is always 
based upon maximum wage. It is based upon the cost of production, 
and that is usually governed by the high-wage levels in the industry 
that produces these goods. 

We have then a certain number of people who cannot purchase their 
share, to keep this national product up at the point that is necessary. 

That is the logic behind this legislation. Whether or not it creates, 
as Miss Joyce has so ably pointed out, situations in Mr. I’s employ- 
ment and Mr. W’s employment and Mr. G’s employment, it is a 
question that this committee has to study, and try to sound out. 

I have my own reservations on some of this legislation. Very 
frankly I am disturbed. I visited France and made quite a survey 
in Italy, and in France, under the auspices of the Italian Government, 
with a group of Congressmen. We went over into France for a 
week or two. I found out that they have various plans for the under- 
paid or the low wage earner which I do not think you, as Americans, 
would agree to. loos I do not want them here. 

In France, for instance, they have stabilized the wages, but they 
have subsidized the families. 

If you are married, the Government gives you so much more a 
month than what your wage is. If you oe children, according to 
the number of children, you draw out of the common pool to pay 
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you a supplemental earning in order that you can meet in the market- 
place, the same amount of buying power as a single person without 
a family. 

We do not want those kinds of experiments in this country—I do 
not, anyway. 

But these are the things that are going on all over the world, and 
this Nation has to, if it wants to assume leadership, if it wants to 
maintain its so-called worldwide fathership, to do these things. 

They point to us and say, “Now here you have so many million 
people that can only buy bread, can only buy clothing, can only buy 
subnormal housing.” 

These are the things Congress is faced with. It is a problem. I 
know it is. 

None of us want to do anything, and I am sure of this, that will in 
any way disrupt the economy of our local communities. 

Mr. Roosevelt is the sponsor of the bill. Mr. Landrum is chair- 
man of the subcommitttee. Myself as an ordinary Member of the 
Congress, I am a member of this subcommittee. 

None of us want to do anything that in any way will disrupt the 
economy of our local communities, but we are in a serious situation, 
especially in the northern communities that are old and have to 
compete with the newer vitalized industries of the South, for instance. 

They have wage differentials, based on minimums that are much 
lower than our standardized minimums at home. It makes it diffi- 
cult for us to maintain our industrial communities, so that the 
merchants can prosper and can sell. 

Whether or not this legislation is stretching into a field that will 
have an economic repercussion is one we will have to determine, and 
your testimony is going to help us to do that, I am sure. 

But, to say that the Congress should not be looking into this thing 
is not right, and to say that the thing to do is just to forget the legis- 
lation and strike out all after the enacting clause, as was suggested this 
morning still is not an answer to it. It isa problem. It is a serious 
major problem in this country. 

With the advent of TV, and your much publicized products on 
TV, where they see them, and on radio where they hear of them, peo- 
bse think that they are entitled to all of these things that at one time, 

remember when I was a boy, the only ones who had a car in town was 
the fellow who owned the factory, and the rest of us had the privilege 
of pushing them when the battery went dead. 

So everybody is affected now, even the low paid worker, and you 
have to get, if you want to or do not want to, a man earning 60 cents 
an hour or 65 cents an hour, unless he is earning a supplemental income, 
and that is the problem we are faced with, where do we draw this 
line, because in most of the industrial setups they are not usually earn- 
ing supplemental incomes; they are in our major and our sustaining 
production industries, the singular income of a family, the sustaining 
income. 

These other phases we will have to study, and I know the problems 
that Miss Ginger brought here. I know these people personally. They 
talked to me. I have known them for years. I know exactly every- 
thing she said here is the exact thinking of the main street in my 
hometown. 
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It is one that makes it difficult for any Member of Congress to vote 
for a situation unless he is so fully convinced that in the main it does 
a greater good for the greater number. There is not much else to it. 

Mr. Roosevett. Would the gentleman yield ? 

Mr. Dent. I yield. 

Mr. Roosevetr. Mr. Chairman, would it be proper, in view of the 
fact that it is interesting, particularly in view of Miss Joyce's experi- 
ence in the State of Pennsylvania, to have certain information from 
the State of Pennsylvania? I think it might be interesting for the 
committee to have information from the State of Pennsylvania as to 
their evaluation of the application of the minimum wage in Pennsyl- 
yania to the retail field. I think it would be objective. I have no idea 
what it would show. I think it would be helpful if perhaps we 
wrote to—who would be the proper agency ? 

Mr. Denr. Secretary Bill Batt. 

But. right at that point I would like to say to you that I doubt very 
much if those figures could be obtained. 

You see, what is happening to us, Mr. Roosevelt, is that we have 
all become industrial crazy, not only here, but all over the world. 
We do not think there is any other way of making a living except to 
build a factory or go to work in that factory. 

So, most of the records in Pennsylvania, I am sure, having had 
a little experience in the State are maintained there on the basis of 
industrial expansion, industrial employment, and then they take a 
census probably on a periodic basis, of how many people are working 
in retail and how many people are working in other services. But 
you will not get what you want. I know what you want. You want to 
know what the impact has been on the question of employment in a 
given field, for instance, retail, or service stations. 

Mr. Roosrvert. Specifically retail. 

Mr. Dent. Specifically retail. I shall try to get it but I doubt you 
will get it. 

Miss Joyce. May I interject? 

Mr. Dent. Yes, please do. 

Miss Joyce. I suggested, Congressman Dent, that possibly the State 
chamber, through the local chambers, might be able to get a sampling 
of communities that might be helpful on that. 

Mr. Dent. We will try both, Ginger. Suppose you try to get the 
State chamber and I will get the Secretary of Labor, Bill Batt, to give 
me whatever information they might have, to help enlighten this 
committee. 

Mr. Roosrvert. I do not want to cast any aspersions, but I think 
where there are contending parties, the figures from a contending 
party would not be as, let us call it, as unbiased, or they would be 
considered so, by most members of the committee, as an official, if 
they have them. I do not know whether they conduct official surveys 
of employment in the retail business, or the number of retail estab- 
lishments. 

Mr. Lanprum. I would ask the gentleman 

Mr. Roosrveit. I would like, Mr. Chairman, to accept the sug- 
gestion of Mr. Dent, that we write to Mr. Batt—is it Mr. Batt? 

Mr. Dent. Yes. 

_Mr. Roosrverr. Write to Mr. Batt and get: from him such informa- 
tion as he can give us concerning the 85-cent minimum. 
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Mr. Dent. It is 75, 85, and $1; $1 in major cities and 75 cents in 
communities under 50,000, I think it is, and so on, 

Mr. Lanprvum. Is that applicable to the retail field, only —— 

Mr. Denrv. Yes. 

Mr. Lanprum. Or to all of it? 

Mr. Dent. They have different setups for restaurants, different 
setup for retail, different setup for the hotels. It is a very compli- 
cated thing. 

Mr. Lanprum. We will see what they have. Is it not eloquent 
evidence that it was required in Pennsylvania to have a wage differen- 
tial between the size of towns? That is the point that seems to be in 
issue. 

Mr. Dent. That is true, Mr. Landrum. I think Mr. Roosevelt 
recognizes that part when he tried to establish some breakoff point, 
on some basis of income, as to whether or not they were exempt or 
not exempt fromthe amount. That is the question that the committee 
has to consider. I think there is a very definite argument on the basis 
of production and demand. I do not think there 1s any question it is 
an industry. 

Mr. Roosevelt said it was an industry and it has to be measured as 
such. 

Mr. Lanprum. We are going to have some interesting executive 
sessions on these points, I am sure, but I see an indication on the part 
of these people in their glance at the clock, that it is time for us to 
recess. 

Let us see if we have some more questions of them. 

Mr. Dent. Ginger, I think you made a very fine presentation. 

With the permission of the chairman of the subcommittee, or at 
least with his knowledge, I would like to have the right, with some 
few comments of my own, to introduce into the record of the Congress 
this material. 

Mr. Lanprum. Certainly. 

Mr. Dent. I think it is well worth the effort, and maybe she can 
get the minimum wage off her bosses up there, of which I am one of 
them. 

Mr. Lanprum. You are not going to question the lady ? 

Mr. Dent. No; I have no questions. 

Miss Joyce. I have one question of you, Congressman Dent. I hate 
to do it; you have been so kind to me. But you are giving some figures 
on people making less that $1 an hour and less than $1.25 an hour. 

Now did you at the same time get statistics showing how many of 
those people were high school students and retired people, and that 
sort of thing, because there is a good possibility that that represents 
there a sizable number. 

Mr. Dent. No, Ginger. I think you remember I said: “We are 
embarked on a brandnew adventure here. We are dealing in a subject 
that has so many ramifications as compared to the original subject 
of production in industry.” That is why I said that these figures 
that are given us do not have the breakdowns. I doubt if we can get 
them, other than if we can get them from testimony such as you folks 
bring in to us. 

Mr. Lanprum. As a matter of fact, I do not think the figures are 
correct, but we are going to get them. 

Mr. Denv. It is 20 million below $1. 
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Mr. Lanprum. I meant the figures, not you. 

Mr. Dent. 20 million not covered by the $1 mir imum of today. 

Mr. Roosevet. I think that is the correct figure. The figure is 
that they do not come under the coverage, not that they earn less than 
that. 

Mr. Dent. And at $1, it is 20 million and at $1.25 it will stretch to 
40 million. 

Mr. Priest. That is quite a different story then. I did not under- 
stand it that way. Of course, being subject to it and being actually 
under it is entirely different. 

Mr. Dent. You take the garment workers. They are covered and 
yet there are so few. 

Mr. Priest. Yes. I was just thinking. Actually, the 20 million 
people making less than that, it would be a terrific impact on the 
— of the country, to change the wage structure of that many 
people. 

Mr. Dent. I will get the testimony that was given to us by— 
who was it, Mr. Meany? I think it was Mr. Meany who gave that 
figure. I will see exactly what he said. I think he said those that 
were not covered by the act. 

Mr. Priest. Mr. Chairman and gentlemen, we certainly want to 
thank you for allowing us to come here. You have been very pleasant 
to us and we enjoyed it. 

Mr. Lanprum. We thank you for permitting us to bring you back 
here this afternoon. We regret we had to do it. 

As the last witness this afternoon, the committee will hear Mr. 
Lee F. Driscoll, Jr., general counsel of Slater System, Inc. 


STATEMENT OF LEE F. DRISCOLL, JR., GENERAL COUNSEL 
OF SLATER SYSTEM, INC. 


Mr. Driscotn. We have studied H.R. 4488 presently before the 
House Committee on Education and Labor and analyzed its impact 
on us and the Fair Labor Standards Act as it is presently in effect. 
May we take the liberty of bringing to your attention what we believe 
is a shortcoming in this bill ? 

Slater System, Inc., and its associated companies have been engaged 
for many years in the operation of food service facilities on the prem- 
ises of industrial concerns. Our industry is a relatively new one, and 
is generally referred to as “in-plant feeding.” 

Within the last decade, we and others in our industry have begun to 
operate dining facilities at schools and colleges, in response to what 
has proved io he a substantial need. Schools cannot afford to employ 
dieticians who devote their entire time to planning menus which are 
specifically balanced from the standpoint of variety, nutrition, and 
cost. We management concerns each employ dietitians who do nothing 
else. The cost of these specialists is, of course, spread over all the 
schools benefited, but the advantage to each school is as great as if the 
entire cost had been borne by it. 

The food service management companies can afford to investigate, 
purchase, install, and test newly developed equipment, whereas the 
schools themselves cannot afford the investment required for this 
research when. operating a single food service. 
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Our purchasing department is staffed with specialists who are ex- 
perts m grade, quality, and day-to-day price fluctuations. 

There are, for example, in our employ, specialists in groceries, meats, 
dairy products and other items consumed at a food service installation. 

Because of the benefits afforded by these factors, both in terms of cost 
and quality, there are now approximately 200 schools ‘and colleges in 
the United States presently utilizing food service management com- 
panies. 

In schools, we receive an agreed annual payment per boarding stu- 
dent. We, in turn, purchase, prepare and serve meals, according to 
menus and specifications approved, in advance, by school authorities. 

Meals, are, of course, sold over the counter for cash to nonboarding 
students. The charges to students obviously reflect our costs. As 
those costs increase, the student pays more for his meals. We utilize 
student labor in our school operations, to some extent and they, as 
well as a considerable number of our other employees in the school 
dining facilities, are presently paid less than $1.25 per hour, the 
wage called for in H.R. 4488. 

More recently, hospitals have found the services of the companies 
in our industry to be useful in the management and operation of their 
dietary departments. 

Frequently, the entire dietary department crew is employed by 
concerns such as ours, but in some instances only the supervisory per- 
sonnel are employed by the outside food service management. com- 
pany, and the other employees remain in the employ of the hospital. 

Again, as in the schools, few persons working in a hospital dietary 
department are paid as much as $1.25 an hour. 

istorically, of course, hospitals and schools have themselves fur- 
nished food service to patients and students. 

The fact that hospitals and schools are generally nonprofit charitable 
undertakings has been one of the principal factors, although there are 
others, responsible for the lower wage structure found in these institu- 
tions. 

The pressure of these factors continues, regardless of whether the 
food service facilities are operated directly by the institution or on 
their behalf by a food service management concern, since the ultimate 
cost is borne by the patient or student. The activity performed is 
the same, that is, patients and studnts are fed at the institution as an 
integral part of its overall function. 

Therefore, if personnel engaged in feeding patients and students 
are to be exempted from the statutory minimum wage, this exemption 
should continue, regardless of who is the technical employer, so long 
as the function is the same. 

We have surveyed our 104 school operations, and find that sub- 
stantial increases will have to be given in all of them if H.R. 4488 
becomes law, and school employees are excluded, but our employees 
in these institutions included. 

In 25 schools, payroll costs would be increased from 0 to 10 percent, 
and in 30 schools 10 to 20 percent: in 18 schools from 20 to 30 percent; 
in 13 schools, from 30 to 40 percent ; in 7 schools from 40 to 50 percent; 
in 7 more from 50 to. 70 percent; and in another 4, the total dietary de 
partment labor payroll would have to be increased from 70 to 100 
percent. 
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This averages 23.2 percent increase in dietary department labor 
costs. 

This percentage increase assumes that no raises will be given to 
those presently making more than $1.25. But those people must be 
raised to preserve a differential among skills. 

If the Fair Labor Standards Act is to exempt employees of schools, 
colleges, and hospitals, the same philosophy should also exempt em- 
ployees of nonprofit educational institutions, homes, orphanages, et 
cetera. 

Further, unless the statute exempts from coverage employees who 
are performing a traditional function of the exempt institution, re- 
gardless of who is the technical employer, the institution will be com- 
pelled to eliminate the nonexempt employer and to operate its dietary 
department itself, free of the minimum wage, notwithstanding its 
previous decision that operation by a food service management con- 
cern was desirable for the sake of efficiency and economy. 

Thank you very much, Mr. Chairman. 

Mr. Lanprum. Thank you, Mr. Driscoll. 

The committee will adjourn until 10 o’clock tomorrow morning 
when we will hear the Secretary of Labor, Mr. Mitchell. 

(Whereupon, at 3:55 p.m. the subcommittee recessed until 10 a.m. 
on Thursday, April 21, 1960.) 
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THURSDAY, APRIL 21, 1960 


Hovuse or RepresENTATIVES, 
SUBCOMMITTER ON LaBor STANDARDS OF THE 
CoMMITTEE ON EpuUCcATION AND LaBo 
Washington, D.C. 


The subcommittee met at 10 a.m., pursuant to adjournment, in room 
429, Old House Office Building, Hon. Phil M. Landrum (chairman 
of the subcommittee) presiding. 

Present: Representatives Fiestas, Roosevelt, Dent, Pucinski, 
Ayres, and Hiestand. 

Present also: Representatives Frelinghuysen, Griffin, and Goodell. 

Staff members present: L. K. Alderman, Jr., chief clerk; Melvin 
W. Sneed, minority clerk; Charles M. Ryan, general counsel; Russell 
©. Derrickson, chief investigator; and W. Wilson Young, subcommit- 
tee counsel. 

Mr. Lanprum. The subcommittee will come to order. 

This morning it is the pleasure of the committee to have the Hon- 
orable James P. Mitchell, Secretary of Labor, to give the committee 
his views on amendments proposed to the Fair Labor Standards Act, 

Mr. Mitchell, we are glad to have you here, and you may proceed in 
whatever fashion you like. 


STATEMENT OF HON. JAMES P. MITCHELL, SECRETARY OF LABOR, 
ACCOMPANIED BY CLARENCE T. LUNDQUIST, ADMINISTRATOR, 
WAGE AND HOUR DIVISION, DEPARTMENT OF LABOR 


Secretary Mrircnetn. Thank you, Mr. Chairman. I have a pre- 
pared statement here which I would like to read. 

Mr. Lanprum. Very well, sir. 

Secretary Mircoueit. I might introduce Mr. Clarence Lundquist, 
who is seated here with me, who is the Wage and Hour Administrator, 

Mr. Chairman and members of the subcommittee, on February 18 
I submitted to the Congress a report oat on in accordance with the 
requirements of section 4(d) of the Fair Labor Standards Act, In 
addition to economic data pertinent to an evaluation of the minimum 
wages established by the act, that report contains my recommendations 
for improvement of the act. I desire now to elaborate on that report 
and give you some background as to my reasons for making those 
recommendations. 

The subcommittee has before it many bills which would extend the 
coverage of the act and increase the minimum wage rate. The very 
diversity of these bills brings into focus the difficulties facing the 
committee in determining how to extend the protection of the act and 
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what should be done about the minimum wage for workers already 
protected by it. 

Over the years other committees have wrestled with the problems 
of expanding the coverage of the act and evaluating the minimum 
wage. <A concerted effort to extend the protection of the act was made 
in 1946. In most years since, congressional committees have consid- 
ered the problem of expansion of the act’s coverage, but in all that 
time the coverage of the act has not been broadened. 

Last year the Senate Subcommittee on Labor held hearings on 
S. 1046 and other bills to amend the Fair Labor Standards Act. 
H.R. 4488, which is now before this subcommittee, is the companion 
proposal of S. 1046. The Senate subcommittee found it necessary, 
after extensive hearings, to make substantial changes in the coverage 
provisions of S. 1046, and also to substitute a complex pattern of mini- 
mum-wage rates and maximum-hours provisions for the single rate 
of $1.25 and the single 40-hour overtime standard which was contained 
in the original S. 1046. For example, a rate of $1 an hour was pro- 
vided for some newly covered workers on the effective date, and for 
others not until 18 months after the effective date, and the overtime 
exemptions were retained for 4 million of these workers. The sub- 
committee proposal would initially establish a minimum rate of $1.15 
for workers now protected by the act. 

As early as last July the Senate subcommittee reported a bill which 
incorporated these changes. So far there have been two additional 
prints of the Senate subcommittee bill incorporating further modifica- 
tions. To my knowledge, the full Senate Committee on Labor and 
Public Welfare is still wrestling with this problem and has thus far 
reached no definite conclusions. 

Differing points of view as to proposals to extend the protection of 
the act have arisen because of the nature of the employment for which 
protection is not now provided. The problems that arose in framing 
the original act apparently have arisen each time that the Congress 
has considered enlarging coverage. 

The original act applied primarily to manufactur ing, mining, 
wholesale trade, finance and insurance, and transportation, commu- 
nications, and utilities. Nevertheless, prolonged debate was required 
to reach agreement as to the nature of application of the original act. 
The legislation which was enacted almost 22 years ago established 
coverage over only part of the range of activities which the Congress 
has the power to regulate. Furthermore, many types of employment 
were specifically excluded by exemption provisions. 

These restrictions as to breadth of coverage would seem, in retro- 
spect, to indicate concern over the ability of some kinds of businesses 
to adjust to minimum labor standards requirements. 

As I see it, the task of the committee is threefold: First, to deter- 
mine to which of the excluded workers the protection of the Fair 
Labor. Standards Act should and can be extended; second, to deter- 
mine the level of the minimum rate appropriate for the newly covered 
workers and what provision, if any, should be made for maximum 
hours’ protection for them; ; and, third, to determine what is the appro- 
priate level of the minimum wage for workers already protected by 
the act. 

I would like, first, to discuss the problem of extending the coverage 
of the-act. 
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- Most of the proposals to broaden the coverage of the act seem to 
go to one of two extremes. 

On the one hand, there have been proposals which would extend 
coverage far beyond the limits which those of us who have worked 
with this law for many years consider practical or possible, and would 
require employers of newly covered workers to adjust immediately 
toa minimum wage of $1.25 an hour and a 40-hour workweek pro- 
vision. 

The impact of these proposals would be far too great to permit 
absorption of the required increases in wage costs without substan- 
tial curtailment of employment. The enactment of such proposals 
would not help workers in need of minimum wage protection, as 
apparently their sponsors seek to do, but would actually result in the 
loss of jobs by large numbers of low-paid workers. 

For example, H.R. 4488 and similar bills would bring under the 
act 8 million additional workers and make a minimum rate of $1.25 
an hour applicable to them. This would require an increase in the 
wage of 3.1 million of these workers. About 1.4 million of them are 
paid less than $1 an hour, and 400,000 are paid less than 75 cents. 

Many of the firms, including thousands of small businesses, which 
would be brought under the act for the first time would be required 
to adjust to increases in wage costs of 50 percent and more. 

These bills would also make the 40-hour workweek applicable to 
the 8 mililon newly covered workers. About two-fifths of these em- 
ployees now work over 40 hours a week, so that the bills would require 
either reduction of their workweek to 40 hours or payment of time 
and one-half for the excess hours. Whatever compensation results 
from this payment must also be added to wage costs. 

At the other extreme is the view that coverage should not be ex- 
tended at all or should be cut back. As I stated in my report to the 
Congress in connection with the requirements of section 4(d) : 

In each of the past 7 years President Eisenhower has recommended that mini- 
mum wage protection be extended to several million additional workers. Con- 
gressional committees have considered proposals for broadening extension of 
the act in all but 2 of those years. Yet in all that time no bill to extend the 
coverage of the act has come to a vote in either House of the Congress. I 
earnestly hope that this year legislation to extend the act’s coverage will be 
enacted. 

It may be that no action has been taken in all these years because of 
the extreme provisions of bills considered by the Congress. 

There has been referred for the consideration of the committee, a 
proposal for extension of coverage which avoids, I believe, impractical 
extremes. The proposal provides that coverage be extended to all 
employees of businesses which are engaged in interstate activities to 
a substantial extent, and that most of the exemptions from the mini- 
mum wage be limited to enterprises which have fewer than 100 
employees. 

. This proposal is embodied in H.R. 7490. It would extend coverage 
to any business enterprise in which the total annual value of incoming 
merchandise, materials or supplies moving directly across State lines 
to its place or places of business is $1 million or more and 100 or more 
employees are employed by the employer. 

Minimum wage protection would be extended to-3.1 million addi- 
tional workers, and the child labor provisions would be made appli- 
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cable to those of the 3.1 million jobs to which they do not now apply. 
The majority of the 3.1 million workers are employed in retail tr 
Others are in the construction, transportation, and communications 
industries. 

We recognize that there are millions of workers who are entitled 
to the protection of the act and who need to be treated as other workers, 
But as a practical matter you can only extend this act by stages or 
degrees. en we talk of extending coverage to 3.1 million workers 
as opposed to 8 million we are doing that not because we have no con- 
cern for the other 5 million but because it is not practical—in keeping 
with the requirements of the act—to bring in the others. 

H.R. 7490 provides a minimum wage of $1 an hour for the newly 
covered workers, but would not change any of the existing exemptions 
from the overtime provisions. About 650,000 of these employees are 
now paid less than $1 an hour. About 50,000 are paid less than 60 
cents an hour, 200,000 between 60 and 80 cents, 200,000 between 80 
and 90 cents, and the remainder between 90 cents and $1. 

This bill represents one way of extending coverage. There may well 
be others which come before the committee which will accomplish sub- 
stantially the same results. 

I turn now to the question of the level of the minimum wage for 
employees who are protected by the current provisions of the act. 
Here again a variety of proposals have been made, ranging from ree- 
ommendations that there be no increase in the minimum wage to pro- 
posals to increase the minimum rate to $1.25 or more. 

In considering an increase in the minimum to $1.25, it is instructive 
to compare the impact of such an increase with the effects of the in- 
crease from 75 cents to $1 an hour, and also to compare the economic 
situation of low-wage industries now with the situation in 1955 when 
the $1 minimum rate was enacted. 

At the time of adoption of the $1 minimum wage, a 75-cent minimum 
rate had been in effect for 514 years, including the period of rapidly 
rising wages and prices during the Korean conflict. The $1 minimum 
rate has been in effect for only a little over 4 years, and this period of 
adjustment has been characterized by smaller increases in wages and 

rices. 

Between January 1950, when the 75-cent minimum rate became effec- 
tive, and August 1955, when the $1 minimum was enacted, the Con- 
sumer Price Index rose by 13.8 percent and average hourly earnings in 
manufacturing rose by 32.4 percent. In contrast, between March 
1956, when the $1 minimum became effective, and February 1960 the 
Consumer Price Index rose by 9.5 percent and average hourly earnings 
in manufacturing by 17.4 percent. 

In 1955 about 550,000 covered workers were paid wages at or near 
the 75-cent minimum. More than twice this number of workers, 1.3 
million, are now paid at or near the $1 minimum. 

About 2.1 million covered workers were paid less than $1 an hour 
in 1955. Now nearly twice as many, 3.6 million, are paid less than 
$1.25. 

The 1955 increase in the minimum wage required increases in wage 
costs totaling $560 million annually. If the minimum is raised now 
to $1.25, the directly required increases in wage costs will total over 
$1 billion annually. 
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In summary, a 25-cent increase in the minimum rate now would 
have twice as great an impact as did the 25-cent increase effective in 
1956, and employers of low-wage industries are in a much less favor- 
able position now than in 1956 to adjust to an increase in the minimum 
wage. It may also be noted that it is only now that we can say, as 
was done in the 4(d) report, that adjustment to the $1 minimum is 
fairly complete. 

As Ialso stated in the 4(d) report: 

In considering any change in the minimum wage it is, of course, mandatory 
that cognizance be taken of the fact that the determining limit in setting a new 
minimum is the risk of “substantially curtailing employment or earning power” 
in the low-wage industries, which the act states is to be avoided. An analysis 
of the data contained in the attached report indicates that, with respect to a 
very large majority of employees now protected by the act, a modest increase 
in the minimum wage would not have the effect referred to above. 

The increase in the level of wages in the American economy since 
1956 reflects such factors as gains in productivity, and changes in the 
cost of living. However, workers whose wage rates are at the mini- 
mum level had not benefited from this upward movement. For a very 
substantial proportion of the workers whose wages were raised to $1 
in 1956, earnings have not increased in subsequent years. The real 
income of these workers has actually decreased as a result of the rise 
inconsumer prices. 

A moderate increase in the minimum wage would be beneficial to 
low-paid workers in low-wage industries. It would not cause any 
great problems of adjustment or hardship to employers or workers. 

It is recognized that any increase in the statutory minimum could 
have employment effects. For example, a lower demand for workers 
in some low-wage firms may result if employees reduce unit labor costs 
through more efficient use of labor, or if price increases reduce demand. 
The task, as I see it, is to determine what adjustment in the minimum 
rate can be made without the danger of substantial curtailment of 
employment. 

Kt this point I want to comment on the proposals, contained in H.R. 
4488 and similar bills, to increase by 25 cents an hour the minimum 
wage rates applicable to industries in Puerto Rico, the Virgin Islands 
and American Samoa. 

Studies of the effects of the wage order program in Puerto Rico are 
summarized in the 4(d) report. These studies indicate that, since 
enactment of the 1955 amendments, the industry committee program 
in Puerto Rico has resulted in substantial increases in the minimum 
rates. For example, in six industries studied for purposes of the re- 
port the minimum rates in effect at the beginning of 1956 ranged from 
2214 cents to 60 cents. In 1959 the range was from 48 cents to $1. The 
range of increases in the minimum rates over this period was from 
37 to 150 percent. 

The 4(d) report would indicate that the present industry committee 
programs have been effective in accomplishing the objective of raising 
minimum wages in Puerto Rico without substantially curtailing em- 
ployment. On the basis of this report, it would seem that the industry 
committee procedure should continue to be used to increase the mini- 
mum rates, 
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In addition to proposals for extending coverage and increasing 
the minimum wage, there are two other bills which I hope the com-. 
mittee will approve. 

One bill, H.R. 3865, concerns the industry committee procedure, 
At present the act requires that the minimum rates recommended by 
the tripartite industry committees must be published in the Federal 
Register to take effect 15 days after the date of publication. Thus, the 
rates applicable under the law are determined entirely by persons 
who have no responsibility for administering the act. The bill would 
provide for review by the Secretary of Labor of the recommendations 
of the industry committees, where there are questions as to compliance 
with the law. 

The second bill, H.R. 8059, would provide more effective procedures 
for enforcing the Fair Labor Standards Act. The present act pro- 
vides us with no authority to require the payment of minimum wages 
and overtime compensation not paid in compliance with the law, ex- 
cept under certain conditions where an employee requests that an ac- 
tion be brought. The bill would authorize the Federal courts to order 
the payment of unpaid minimum wages or overtime compensation to 
employees in injunctive actions brought under section 17. In this way, 
employers found by the courts to be unlawfully withholding from em- 
ployees minimum wages and overtime compensation could be required 
to make payment without the necessity of the employees involved 
initiating or requesting such action. The need for more effective 
enforcement procedures is amply indicated by the fact that over the 
vears only about half of the unpaid wages disclosed by investigation 
has been paid to employees. 

In closing, I believe that the Fair Labor Standards Act has been 
an effective instrument for furthering the welfare of American work- 
ers. Child labor has been Aimnivinted in covered industries. The re- 
quirement that overtime compensation be paid for hours worked over 
40 in the workweek has been an effective deterrent to working long 
hours which may be injurious from the standpoint of health and pro- 
ductivity. The successive increases in the minimum wage have gone 
far toward the objective of eliminating the payment of wages in- 
sufficient for the maintenance of health, efficiency, and general well- 
being of workers in covered industries. The most needed improve- 
ment in the act is the extension of minimum wage protection to addi- 
tional workers who are paid low wages and who can appropriately 
be brought under the Federal law. 

In his first economic report, issued in January 1954, President 
Eisenhower said that : 


An effective minimum-wage program should cover millions of low-paid workers 
now exempted. 


In his 1955 report, the President indicated that 
the coverage of the minimum wage is no less important than its amount. 
In 1956, he stated that— 


the need for an extension of coverage remains, and the Congress is again re 
quested to proceed as far as is practical in this direction. 


This request was repeated in 1957, 1958, and 1959, and in his last 
report the President reiterated that— 
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the Congress is again requested to extend coverage of the Fair Labor Standards 
Act to several million workers not now receiving its protection. 

I hope that this statement, which supplements the report submitted 
in accordance with section 4(d) of the act, will assist the committee 
in their deliberations, and that the committee after study will find it 
feasible to approve amendments which will extend minimum wage 
protection to additional workers who can appropriately be brought 
under the Federal law, and to approve a moderate increase in the 
minimum wage for workers now protected by the act. 

The Labor Department will be glad to provide additional technical 
assistance to aid the committee in accomplishing these objectives. 

Mr. Chairman, that is my prepared statement. 

Mr. Lanprum. Mr. Secretary, we thank you for that statement, and 
particularly for your usual clarity. 

I think it would be a good idea to get into the record at this point 
some statement from you with regard to another proposal that 1s be- 
fore the committee, but not under immediate consideration. It deals 
with handicapped workers, under section 14 of the act. 

As I understand, the law presently authorizes the Secretary to issue 
certificates fixing a minimum wage for handicapped workers, is that 
correct ¢ 

Secretary Mircney. Yes, sir. 

Mr. Lanprum. Now bills have been introduced and referred to the 
committee and to this subcommittee which would fix a floor on the 
minimum wage for handicapped workers, particularly the blind. I 
do not recall the numbers, but I do recall one or two bills that use 
40 cents as a minimum wage for payment to blind workers. 

Now, I believe the committee would like to have your feelings with 
regard to whether we should amend section 14 and provide a minimum 
figure below which certificates could not be issued. 

Secretary Mrrcnety. As I understand from Mr. Lundquist, Mr. 
Chairman, we have in the Department now a request to comment on 
this bill and we are studying the whole bill and, if it is agreeable to the 
chairman, I would prefer that we put into the record those comments 
when we have developed them. 

My recollection is that blind people generally, to my knowledge, are 
not paid less than the minimum in effect. 

_Mr. Lanprum. I am not sure about that. Some of the representa- 
tives of the various associations of the blind have reported to me that 
they need this in order to prevent their people from being worked at 
wages less than the minimum. Some of these bills advocate 40 cents. 

Secretary Mircne.. In all fairness to the problem, Mr. Chairman, 
I think we ought to have the opportunity of reviewing it, which I 
have not had. I would like then to submit my comment on the matter 
to the committee. 

Mr. Lanprum. I would certainly agree to that and I would hope 
that we could have that commentary from the Secretary’s Office, from 
the Department, before we conclude our action on this bill. 

Secretary Mrrcneiy. When will that be, sir? 

Mr. Lanprum. Let us say it is indefinite at the moment. 

Secretary Mirenen.. I think I could make a better than indefinite 
promise. We will have it for you next week. 

Mr. Lanprum. Fine. That will be ample time. 
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You have indicated in your statement this morning and also in the 
letter of transmittal of the 4(d) report in February that a modest in- 
crease wold not be inflationary and would not be harmful to the gen- 
eral economy. 

I wonder if we could have some understanding from you as to just 
what is meant by the term “modest increase” ? 

Secretary Mrrone.tt. Mr. Chairman, | would like to share with the 
committee my own thinking on this because, after all, it is the com- 
mittee’s function and responsibility to set the minimum rate. The 
problem is one of setting a wage level that will not result in unem- 
ployment and will not have other bad effects. For example, in 1949, 
when the minimum rate was raised from 40 cents to 75 cents, it was 
estimated that 1.3 million covered workers were being paid less than 
75 cents. 

In 1955, 2.1 million covered workers were paid less than $1. 

The problem is, looking at the number of workers that will be af- 
fected, how high can you go without doing damage to a business and 
without causing further unemployment ? 

As I said in my statement, if the rate were increased to $1.25, 3.6 
million workers now being paid less than $1.25 would have to have 
their wages increased. This is 114 times as many as in 1955. 

When you look at these figures, if 1 may review them for the 
minute, you will recall that I said that 2.1 million covered workers 
were paid less than $1 in 1955 and currently 1.3 million are being paid 
less than $1.05. 

It so happens that that is exactly the same number as were affected 
by the increase to 75 cents in 1949: 1.8 million are being paid less than 
$1.10, 2.4 million are being paid Jess than $1.15, 3 million are being 
paid less than $1.20, and 3.6 million are being paid less than $1.25. 

In 1955 also 550,000 workers were paid at the minimum rate, that 
is, 75 cents, or within a nickel of it; and currently, right now, more 
than double this number, 1.3 million, are paid at or near the minimum 
wage level, under $1.05 an hour. 

In 1955, the 550,000 workers were 2.3 percent of the 24 million then 
covered. Currently in 1.3 million workers are twice as many, 5.4 
percent of the 23.7 million workers covered. 

It seems to me that, when you look at these figures, you inevitably 
come to a definition of “moderate” as somewhere in the area of $1.10 
or $1.15. 

I think it is the committee’s decision as to the impact that any one 
of these figures will have on employment and on these low wage 
industries. 

I think the value of the 4(d) report which Congress put into the 
law in 1955 is indicated now by the fact that we are able to make these 
yearly surveys so that the committee would have for its consideration 
these definite surveys in reaching a determination as to what the mini- 
mum wage should be. 

Mr. Lanprum. Certain of those appearing before the committee in 
behalf of this legislation, Mr. Secretary, have advocated an increase 
from $1 to $1.25 or some point between $1 and $1.25, and yet have 
closed the statements in which that recommendation was made with 
a request of the committee to study the proposition of adding to the 
Fair Labor Standards Act authority for the Secretary of Labor to 
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grant relief to an industry that may be done injury by competition 
from foreign labor markets. Not that you require it but, for example, 
in the soft goods field particularly we have pretty considerable and 
convincing evidence that the manufacture of men’s shirts in foreign 
markets at wage levels far below what we can compete with in this 
country exists and they are being manufactured and sent here in 
continuing large numbers each year. 

I believe in 1955 we had less than 1,000 dozen of these particular 
shirts imported. Maybe it was more. It rose in 1959 to more than 
1 million dozen of the shirts and most of them were manufactured 
at wage rates of between 9 and 14 cents an hour whereas our workers 
in this country are working at an average of about $2.23, I believe, 
in this particular field. 

What would your thinking be with regard to the committee trying 
to develop legislation of that kind and include it in the Fair Labor 
Standards Act to give the Secretary authority to grant relief, pro- 
vided, of course, we could get our efforts reconciled with the wishes 
of the Committee on Ways and Means? 

Secretary Mircuety. Mr. Chairman, that is a job that I would not 
want to wish on my successor. I might point out that the Reciprocal 
Trade Act now provides for review of injury to business, and review 
of tariff rates, and so on. 

Very frankly, this is without study, but I cannot see how such leg- 
islation would provide relief that would be at all helpful. When the 
assertion is that damage from foreign competition is the result of 
a differential between U.S. wages and wages of 8 or 9 cents, as you say 
may be paid in some countries sending goods here, I do not see what 
kind of relief any administrative officer could give that would decrease 
the gap between the American level of wages, and, say, the Japanese 
level of wages. 

Offhand, legislation of the type you mention does not seem to me 
to be feasible, although, if the committee wishes it, we certainly will 
be glad to give it some study. 

Mr. Lanprum. I am inclined to agree with the attitude you have 
expressed about it. 

I wanted to have your opinion and I think there are other members 
of the committee who did likewise. 

It is rather surprising to me to find responsible executives in this 
country, directing large activities of manufacturing, who come down 
and recommend to Members of Congress that they try to ride two 
horses going in a different direction at the same time. They accuse 
us of doing that often but it is not often that I have heard one recom- 
mendation that we try todo it. It is done, I guess. 

Secretary Mrrcnety. Mr. Chairman, many businessmen and execu- 
tives in business recognize now today that one of the best instruments 
they have, in the long run, for helping to raise the level of wages in 
some of the low wage countries and thereby reducing the gap between 

\merican wages and wages in other countries is through an interna- 
tional organization such as the ILO and it would seem to me that 
business could well help to support the ILO in a very effective way 
because here is an area which is devoted to the increase in the living 
standards of some of the countries with whom we have to do business 
and with whom we do business. 
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This is the way that business could really help, by supporting the 
International Labor Organization. 

Mr. Lanprum. Now, it is true, is it not, Mr. Secretary, that we are 
approaching faster and faster the critical point in our competition 
with foreign labor markets and that we have to give serious considera: 
tion, in raising the minimum wage, to the effect it would have on our 
overall wage structure and in regard to the products imported here 
from foreign labor markets? 

Secretary Mircnett. Mr. Chairman, not unless, of course, the min- 
imum wage was raised to such a point that it would be injurious 
domestically. If, however, the Congress thinks in terms of a moderate 
increase and a reasonable extension of coverage, in my opinion, 4 
moderate increase would not have an effect on foreign trade. 

Mr. Lanprum. I think we could eliminate the extension of coverage 
from this part of our discussion, could we not, Mr. Secretary, for the 
reason that the businesses in this area are already covered. 

Secretary Mrrcnety. Yes; I think we could. 

The extension of coverage would be applicable mainly to retail 
trades. 

I do not think, Mr. Chairman, that a modest increase or a moderate 
increase in the minimum wage would have any effect on our foreign 
trade position by, for example, increasing the importation of products 
from Japan and Hong Kong and other areas, where wage rates of 
10 and 15 cents an hour are common. I do not see how any increase 
in our minimum would in any way worsen or change our position with 
relation to Japanese labor, if I understand your question. 

Mr. Lanprum. You do not. feel that a continued increase in the 
importation of those goods made at low wage rates is going to influ 
ence our manufacturers over here to perhaps go and seek that market 
for a manufacturing source / 

Secretary Mircneti. Undoubtedly the question of foreign compe- 
tition, foreign imports, is a greater problem today than it ever has 
been and it certainly is of concern to American business: but I was 
addressing myself to what I thought was your question—would a 
moderate increase affect this importation problem? I do not think 
so. Our costs of manufacture, Mr. Chairman, are much higher and I 
am glad they are from the point of view of the standard of living of 
our people. 

Mr. Lanprum. Of course, so are we, but my point is: Does it not 
present a problem to the members of the committee and the Congress 
in trying to decide, as you have suggested in your statement here on 
the third point, to what level can we raise these rates without en- 
dangering our competition with other people or without endangering 
our domestic picture ? 

Among many letters that I have received as chairman of this sub- 
committee, I have one here dated April 14, 1960, from the Foxboro 
Co. of Foxboro, Mass., about which I know nothing except what he 
writes here in this letter. He has a nice letterhead and it looks like 
a pretty good operation. He says that he has factories at Foxboro, 
Mass.; Montreal, Canada; London, England; and Tokyo, Japan: 

I want. to include the letter at this point in the record, if there is 
no objection from the members of the committee, and I will read from 
the next to the last paragraph for the purpose of this discussion: ., 
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Bills that increase our cost of doing business in world markets make it neces- 
sary for us to build in foreign countries. Last year we built a plant in Soest, 
Holland. We are now more than doubling the size of this plant. Instruments 
produced there will not be produced in the U.S.A. 


(The letter follows :) 


THE Foxsoro Co., 
Foxboro, Mass., April 14, 1960. 
Hon. Pum LANDRUM, 


Chairman, House Labor Standards Subcommittee, 
House Office Building, Washington, D.C. 

DEAR REPRESENTATIVE LANDRUM: We are against H.R. 4488, which we under- 
stand is before your subcommittee, or any similar bill. From past experience this 
type of bill is very inflationary. Our present starting rate is above the present 
minimum. Our employees are moved up our wage scale as fast as they demon- 
strate their worth. 

Our experience the last time the minimum wage was raised showed we had to 
increase all categories by this amount without getting a corresponding increase 
in production. If this increase was to go through it would cost the Foxboro 
Co. with over 2,800 employees $1,456,000 a year. We trust you can see how 
inflationary this really is. 

We understand in several union contracts, one of which is ILGWU, it is 
written into the contract that if the minimum is raised, all categories of pay are 
to be raised a like amount. 

Bills that increase our cost of doing business in world markets make it neces- 
sary for us to build in foreign countries. Last year we built a plant in Soest, 
Holland. We are now more than doubling the size of this plant. Instruments 
produced there will not be produced in the U.S.A. 

We hope your subcommittee will vote against bringing this or other infla- 
tionary bills onto the floor of the House. 

Sincerely yours, 
R. M. KIMBALL, Procurement Consultant. 


Mr. Lanprum. Now that is a company building instrumentation of 
some sort. Iam not familiar with the details of it. 

Not only are we seeing the competition developed in the soft goods 
but gradually we are getting into the hard goods and to the heavy 
industries and even into electronics, as this must be. 

Therefore, I would think and hope that the Department of Labor 
could give us some more direction and guidance in increasing the 
wage, at least, and what influence it will have in these areas that I am 
trying to discuss. 

I am not so much concerned on that point with the broadening or 
extension of coverage because, as I said a moment ago, I think most 
of the people in this field are already covered. It presents primarily 
a domestic problem in the extension of coverage. 

Secretary Mircnetu. I think, Mr. Chairman, that this problem of 
foreign trade might be put in perspective. Unquestionably it is a 
problem which I think in some cases has been overdrawn or over- 
exaggerated. For example, the value of merchandise imports to the 
United States has increased from $11 billion in 1953-55 to $13 billion 
in 1958 and $15 billion in 1959, but the value of merchandise exports 
has also increased from $1 billion in 1953-55 to $16 billion in 1958 
and 1959. 

As you know, in 1959 there was a deficit in the balance of payments 
of about $4 billion and this caused us great concern. 

_ However, this has resulted, in spite of an increase in merchandise 
Imports, in the maintenance at least. up to-the end of 1959 of a level 
of exports greater than the level of imports. 
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Most of the value of both imported and exported merchandise is 
accounted for by products of industries which in the United States 
pay relatively high wages. 

I was interested to know that this man was making instruments, 
I am sure that his wage levels are relatively high in New England in 
the manufacture of instruments and would not be affected by a mod- 
erate increase in the minimum wage. 

A detailed analysis of the types of commodities which are imported 
and those which are exported suggests that less than one-fifth of im- 
ported and of exported commodities are produced in the United 
States by industries which would be significantly affected by a moder- 
ate increase in the minimum wage. 

I think it should be recognized that, while this problem of im- 
ports is an important one, a substantial number of American workers 
are dependent for their employment on continued production for 
export, and this, I think, should not be forgotten. 

The point I am making, Mr. Chairman, is that the low wage indus- 
tries that would be affected by a moderate increase in the minimum 
wage by and large are not concerned with this export problem. 

Mr. Lanprum. Only to the extent that such an increase in the low 
—_ would influence an increase in the overall wage structure. 

you maintain that it would not influence such an increase? 

Secretary Mrrcneni. The 4(d) report, Mr. Chairman, would indi- 
cate, as to the allegation that there 1s an upward forward movement 
immediately corresponding to the wage increase, that experience has 
shown that this does not happen. For example, the last increase in 
the minimum wage was 3314 percent effective March 1, 1956, from 75 
cents to $1. Yet, within the next 2 years following 1956, the average 
hourly earnings in all manufacturing industries combined had in- 
creased by only 17 cents or 9 percent as compared to the 33-percent in- 
crease in the minimum wage, and the average annual increase during 
these years was about the same as the average annual increase during 
the past 10 years. 

ven in the low-wage industries, workers paid $1 or more prior to 
March of 1956 did not receive increases proportional to those received 
by workers = less than $1, so that I do not think it is true that an 
increase in the minimum wage is immediately reflected in an increase 
of the same kind in all other levels in our wage scales. 

Mr. Lanprum. But eventually ? 

Secretary Mrrcnett. Well, as I pointed out here, you had in March 
of 1956 a 3314-percent increase in the minimum wage. Yet in the 2 
years following, you had a 9-percent increase in the average hourly 
earnings of manufacturing employees, and this increase is about the 
same, about 9 percent, that has been taking place in the last 10 years. 

Mr. Lanprum. Others desire to question. 

Mr. Roosevelt is recognized. 

Thank you, Mr. Secretary. 

Mr. Roosrverr. Mr. Secretary, I want to express my appreciation to 

ou particularly, I think, for your very forthright statement that you 
lieve that a moderate increase in the minimum wage would be bene- 
ficial to low-paid workers in the low-wage industries, and that it would 
not cause any great problems of adjustment or hardship to employers 
or workers. 
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That is a direct, forthright statement, and I think the committee 
can well act upon it. ‘ 

I am also grateful to you for emphasizing that the President, in 
the last 3 years and going back to 1956, has specifically requested the 
Congress to extend coverage under the act. I cite this because I think 
that the Secretary of Commerce might have left some impression that 
the administration was against any increase at this particular time 
and I think this clarifies the situation, and I hope it will be accepted 
in the manner in which you have presented it to us. 

I do have a couple of questions and I am going to ask, if I may, a 
couple of questions for my colleague, Mr. Dent, who asked me to ex- 
press his regret that he had to go to another engagement. 

First of all, in the two approaches which are made, one of them 
being by my friend, Mr. Frelinghuysen, H.R. 7490, which I believe is 
endorsed by the administration, you would extend coverage to com- 

anies receiving over $1 million of goods directly across State lines. 

Vould you count, as a part of this million dollars, goods that originate 
out of State but pass through a wholesaler or a jobber or another com- 
pany’s warehouse in the State before getting to an enterpriser’s place 
of business ? 

Secretary Mircnei.. I think, Mr. Roosevelt, you are bringing to 
light one of the difficult administrative problems in this proposal. 
It has been alleged that enterprises which might be covered by our 
proposal could get out from under coverage by establishing ware- 
houses in a State which they then would use for supplies. This is 
possible under a strict interpretation of our proposal. 

I think the time has come when, as I said in my statement, the 
Congress might well consider all of these proposals and arrive at 
something that is feasible and practical. 

It is conceivable that if, instead of taking a million-dollar inflow, 
you established, say, a million-and-a-half-dollar sales volume figure 
in commerce, you would almost meet the same criterion and affect 
about the same number of businesses and the same number of people. 

Our objective here is to arrive at some formula for coverage that 
would begin to cover those people whom we believe have been left 
out of coverage and should be covered and to do that without injury 
either to the workers or to the businesses that employ them. 

The administration has supported Mr. Frelinghuysen’s bill. As 
a matter of fact, Mr. Frelinghuysen introduced it at the request of 
the administration and to us this was one possible way of doing it. 

Within a general framework of covering perhaps 3 million people, 
this committee might decide to use another standard, and we would 
like to work with the committee in establishing that. 

We recognize the problem you present as one that could probably 
defeat the purposes of the act. 

Mr. Roosrvett. Thank you, Mr. Secretary, because that is a very 
helpful statement. 

You have warned and several others have, of course, warned before 
the committee that the improvement of the act might have adverse 
employment effects, and they have particularly pointed to the Depart- 
ment’s survey findings that employment declined in some parts of 
low-wage industries when the minimum was last raised to $1. 

I am going to expand on this a little bit. 
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At the time you made this study, did you make any study of what 
happened to the displaced employees? In other words, did they 
just go on relief rolls or did they go out and get better jobs, or what 
did you do to trace them down, if anything? 

Secretary Mircne. I believe that the problem was too difficult 
for us to trace down but Mr. Lundquist, who is the Wage and Hour 
Administrator, and who supervised the development of this report, 
might have some other comments. 

Mr. Lunpquist. Yes, we are very interested, Mr. Roosevelt, in this 
problem because it is the nub of whether or not a man loses his job 
or goes into another industry. 

We have evidence that he does often go into another industry and 
this is particularly true, for example, in the wooden container industry 
where we know that wooden containers are not being produced to the 
extent that they were produced a few years ago. 

We also know that there has been an upsurge in the plastics industry 
and some of these employees may have moved over into other indus- 
tries and were absorbed also, in the expansion of the economy, in retail 
trade and the service industries. 

Mr. Roosrvett. Now, Mr. Lundquist, you surveyed, I believe, six 
low wage communities in which many workers were affected by the 
dollar minimum. I think they were, in the South, Athens and Dalton, 
Ga. 

Mr. Lunpqvist. Yes, we did. 

Mr. Rooseverr. I will not name the others but there were six of 
them. 

In the survey according to the 4(d) report, did you not find that in 
every one of these communities they prospered after the increase in 
the minimum with total employment increasing in each community! 
In other words, it is a positive fact, is it not, that, in these particular 
communities where you thought the dollar minimum impact was going 
to be a deterrent, there was a positive increase in employment in the 
communities ? 

Mr. Lunpqutst. Yes, we did find increases in employment but I 
think it is only fair to recognize that some of the increases may well 
have occurred because of a general advance in the economy, not partic- 
ularly related to the minimum but perhaps indirectly affected by it. 

Mr. Roosevett. Wait a minute. If your figures are correct, in the 
314 years following the increase to the dollar minimum, employment 
in covered industries in these six communities, according to your 
report, rose 20 percent and in the uncovered industries rose 14 percent. 

Now, the national increase in employment was what; 2 percent, 
was it not? 

Mr. Lunnaqutst. Roughly, yes. I think it is fair to say, though, 
that. while such an increase might be equated to the increase in the 
minimum, it would not be fair economically to say that it was entirely 
the result of or the reason for the increase in the minimum. There are 
other factors. 

Mr. Roosevetr. But at least there was above the average increase 
in these six communities that you surveyed. That is correct, is it not! 

Mr. Lunnqvist. I believe so. 

Mr. Lanprem. Will you yield, Mr. Roosevelt ? 

Mr. Roosevect. I yield. 
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Mr. Lanprum. You say the six communities are in Georgia? 

Mr. Roosrvetr. I had better read the six communities so that we 
know what we are talking about. 

In the South there were Athens and Dalton, Ga.; Dothan, Ala.; 
Meridian, Miss.; in the Southwest, Fort Smith, Ark.; in the North, 
Sunbury, Shamokin, and Mount Carmel in Pennsylvania. Is that 
correct ‘ 

Mr. Lunpquist. Yes, we attempted to take communities which we 
felt were substantially affected by the dollar minimum. They were 
rather handpicked but at the same time we think it would be unfair 
to say that the increase in the minimum was entirely responsible for 
employment increases in the six surveyed localities. 

Mr. Roosrvett. I did not say that. I was not trying to bring that 
out. I was simply trying to bring out that your own report substan- 
tiated that they did better than the national average in those communi- 
ties. 

Secretary Mrrcnexy. I do not know the details of the report, Mr. 
Roosevelt, but it may be, of course, that new industries have come into 
this area, new manufacturing industries, which brought about an 
increase in employment opportunity. 

Mr. Lanprum. If the tL amsbowes would permit me, and if the gentle- 
man from California would yield further, that is exactly what took 
place in the city of Athens, Ga., which is not a low-wage community. 
It houses or has in it the great university of the State of Georgia and 
we have many, many industries down there that pay not the highest 
wages in the world but we are not a low-wage community. 

Dalton, Ga., on the other hand, is a community in northwest Georgia 
of a population of, I would say, approximately 10,000 to 12,000, near 
Chattanooga, Tenn. 

At about the time the last increase in the minimum wage went into 
effect. substantial new industries went into both places, two in the city 
of Athens and one in the city of Dalton. So you cannot under any 
stretch of the imagination equate the increased employment in those 
two cities with the increase in the minimum wage. 

Mr. Puctnsk1. Would you yield for a question on that point ? 

Mr. Rooseve.t. Would you wait just 1 minute ? 

If I may say, new industries are likely to go into areas where there 
are better conditions and, when you get a better condition because you 
have removed low wages, you have them coming in. 

Mr. Lanprum. I am satisfied that is why they came down there. 

Mr. Puctnsxt. We have had witnesses here particularly from some 
Southern States who have warned that, if this legislation goes through, 
we are going to create all sorts of chaos. 

I am very happy to hear today that raising the minimum wages has 
actually aticacted industry to these communities. 

: Mr. Lanprum. I am not suggesting that that is what attracted them 
there. 

Mr. Pucrnskt. Well, it did not deter them from coming there. Let 
us put it the other way around. 

Mr. Hrestanp. Mr. Chairman, will the gentleman yield ? 

Mr. Roosrverr. I will be happy to yield. 

Mr. Hiestanp. I think the gentleman from Illinois did not intend 
tostate it quite that way. 
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He said that the raise in the employment rate attracted industry, 

Mr. Puctnsxt. I corrected that, if the gentleman will yield, to say 
that it did not deter industry from coming down there. 

Mr. Roosgveir. Mr. Chairman, I have just a few more questions, 

One of the things which I think has bothered many of us on the 
committee and, frankly, has bothered me somewhat, is the effect that 
the 40-hour standard and overtime would have on the retail industry, 

I think we generally recognize that the retail industry probably, let 
us say, is further behind in adopting the 40 hours as standard than 
most other industries. 

What would your opinion be as to the practicality of having this 
industry adapt itself to the 40 hours as other industries have succeeded 
in doing once they face the problem and work it out? Is it or is it 
not an unfair burden on them? 

Secretary Mrrcne... I think, as I pointed out in my statement, Mr. 
Roosevelt, that an imposition of a 40-hour maximum with overtime 
payment over 40 and an increase in the minimum taking place at 
the same time would be an excessive burden that I do not think the 
industry should be expected to bear. 

Now, the problems in the retail industry are many in connection 
with hours of work. 

In the manufacturing industry, the companies can open their plants 
5 days a week and close down on Saturday and Sunday. They can 
open their plants for 8 hours and close down at the end of 8 hours. 

hey can set their production schedules in terms of materials and 
numbers of people required to perform the production work with a 
fairly accurate degree of knowledge as to what they are going to do. 

A retail store has an entirely different problem. The public expeets 
them to be open at least 6 days a week. Many of them in serving the 
public in various towns and cities are open at night. 

The establishment arbitrarily and quickly of a 40-hour week would 
cause, I think, quite an economic upheaval in the industry. 

It is true that many of the larger department stores particularly 
in metropolitan cities have come to a 40-hour week and still main- 
tained the store opening hours of 6 days and opening at night, and 
soon. This has been done in large measure by the tapping of em- 

loyee markets in those areas of part-time workers, students, teachers, 
ousewives, and others, who do not want to work more than perhaps 
3 or 4 hours a day 5 days a week. 

Perhaps this could be approached on a graduated scale for the 
future but certainly an increase in the minimum for these covered 
workers in covered employment and at the same time in retailing, an 
imposition of a 40-hour week, I think, would be too great an economie 
shock for the industry to bear at this time. 

_ Mr. Roosrverr. So that actually the coming of the 40-hour week 
into retailing instead of hurting the so-called part-time worker has 
actually helped him, has it not ? 

Secretary Mircuei.. Well, it has opened up employment. oppor- 
tunities for many people who choose voluntarily to work part time. 
For example, as I recall the figures in the larger department stores of 
the country, about one-third of total employees are part-time workers. 

Mr. Roosevetr. Is it not also true that many of the practices in 
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this industry have grown up because of competition and because they 
were exempt and they could work people and keep the store open for 
a long time and that, as a result of that, many of them have been 
forced into practices that probably they did not necessarily want to 
engage in ? 

On the other hand, where there were associations, not being specific 
about it, let us say the associations in Beverly Hills or Los Angeles 
or along the Miracle Mile, where they have wanted to stand together, 
they have been able to withstand whatever competition they wanted. 
They all stay open on Thursday night or Monday night and, once 
they have agreed, they have been able to adjust to it. 

The same thing would be true here. If the law applied evenly to 
everybody, it would eliminate much of the pressure now on them 
for so much overtime, would it not ? 

Secretary Mrrcuexy. I do not think that you can expect that it 
would, Mr. Roosevelt. I would think that the important thing with 
regard to the large retail establishments or enterprises is to get the 
employees covered under a minimum at this time. I do not think 
you can expect that association cooperation is going to standardize 
the problem of 40 hours. 

Mr. Roosrverr. I did not want to suggest that. 

Secretary Mrrcneti. I know that you did not. The imposition by 
law, as I said, I think would be too great a shock now. All our fig- 
ures indicate that in retailing there are workweeks of as high in some 

laces in the semirural communities as up to 48 hours a week. Then 
it graduates down to in some places 46 hours and 44 and a great many 
at 40. 

The whole point I am trying to make is that I did not think that the 
Congress at this time ought to impose the twofold burden of increas- 
ing the minimum, which is in some cases as low as 60 cents, to a dollar 
as is proposed and, at the same time, impose a penalty for overtime of 
time and a half or 40 hours a week. This would be a further burden 
which many of these companies could not stand. 

Mr. Roosevett. Along the same line of advocating that this be done 
in steps, some question has been raised as to the feasibility of this. 
The past history of the Minimum Wage Administration did not in- 
dicate any great difficulty, did it? When it was originally enacted, it 
was on a step-up basis, was it not? 

Mr. Lunpquist. Yes, with respect to wages. 

Mr. Roosrvert. Did the Department in its history have any record 
of any tremendous difficulties that resulted from this or did this work 
out ina fairly orderly fashion ? 

Secretary laecnece, I might point out, Mr. Roosevelt, that initially 
the 25-cent minimum was raised to 30 cents a year later along with 
the step-up accomplished by industry committees, not by an arbitrary 
figure, and on wages only. It was done on an industry basis. As I 
recall the history, I do not think the Department of Labor experienced 
much difficulty in getting that done. 

Mr. Roosrvetr. You are not recommending that we turn over the 
job to you of doing it on an industry basis ? 

_ Secretary Mrroneiy. No, I am not, because I know the retail 
industry. 
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Mr. Roosrvetr. I did not think you would want it. 

Lastly, Mr. Secretary, are we correct in believing the representatives 
of labor who have appeared before us and testified that, even if the 
present proposals of 4488, which I think all of us are certainly willing 
to adjust to the necessities and needs as a result of the testimony be- 
fore the committee, even if you took that, they have testified that if 
all the required wage increases were passed on in higher prices instead 
of being absorbed as in the past, that price levels would go up less 
than 1 percent. 

Is that a correct statement ? 

Secretary Mircue.y. I would not know, Mr. Roosevelt. I have not 
rite this statement and I have nothing here to indicate its truth or 

alsity. 

Mr. Roosevetr. In your 4(d) report in 1958, I think that you 
said the dollar minimum led to higher prices for some products of 
low-wage industries but there were no price effects in other indus- 
tries and prices did not rise in other industries. 

Secretary Mrrcneiy. That is correct. If you would want me to, 
Mr. Roosevelt, I would look into that statement and give you a report 
on it. I think it should be remembered that what we have to look at 
here, too, in addition to any overall trend is the effect on individual 
plants and companies and employees of those companies, so that I 
would want to look at that statement and study it before I made any 
comment. 

Mr. Roosevetr. I think it would be well, Mr. Secretary, if you 
would also consider in the future some followup by the Department 
in areas where you have reason to believe that any degree of unemploy- 
ment has resulted from the minimum and actually finding out what 
happens to those people because today, as you said, your inclination 
is to think that they probably found jobs in other industries for one 
reason or another and, if they did, then the overall effect on the 
economy has not been adverse. 

Secretary Mrrcuetyi. I might point out that Mr. Lundquist said 
that. I did not. 

Mr. Roosevett. You are not repudiating him, are you? 

Secretary MircHe.u. No, I just want to correct that. 

Mr. Roosevet. If that is generally true, then, of course, it would 
make a tremendous difference, I think, in the view of the committee 
as to the effect on individual industries and individual plants. 

Thank you very much, Mr. Secretary. 

Mr. Lanprum. Mr. Ayres? 

Mr. Ayres. Mr. Secretary, you have presented us with your usual 
profound statement and I am becoming more convinced the longer 
these hearings go on that perhaps the gentleman from New Jersey, 
who has introduced the administration bill, is closer to what is needed 
than the gentleman from California. 

Mr. Roosrvett. Maybe you had better stop the hearing. 

Mr. Ayres. Because the witnesses that we have had before us have 
testified on H.R. 4488 as to what it would do to harm various busi- 
nesses throughout the country, and my first question to you, Mr. See- 
retary, knowing your interest in helping working people, is, Do you 
feel that the enactment of H.R. 7490 would injure any business in 
thiscountry? That is Mr. Frelinghuysen’s bill. 
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Secretary Mircue.yi. No, I do not. I think that the application of 
Mr. Frelinghuysen’s proposal would be helpful to the workers without 
any injury at all to the enterprises covered. 

Mr. Ayres. By the same token, do you think H.R. 4488, the bill 
introduced by the gentleman from California, would be injurious? 

Secretary Mircueiy. I am afraid that the widespread coverage 
which I understand reaches some 7 million, and the $1.25 proposal 
would cause unemployment and would be a hardship and, to that 
extent, would not be in keeping with the provisions of the act which 
state, as I have said here, that the minimum wage should be increased 
so that it does not adversely affect business or employment opportu- 
nity. 

Mr. Roosevetr. Will the gentleman yield ? 

Mr. Ayres. Yes. 

Mr. Roosrvett. I think it should be made plain that in my bill 
we started with one extreme which was the same bill started in the 
other body. They have already done the work we are doing now and 
they modified it after examination. I do not want the gentleman to 
think that I am not willing to modify it either in view of facts pre- 
sented to the committee. 

Mr. Ayres. I think it is only fair to say that we do not have anybody 
in the House on the Democratic side running for the Presidency and 
our bills are a little different in some respects. 

Mr. Secretary, in getting into a field that is not strictly interstate 
commerce, from an administrative point of view, will you be able 
to determine whether this million dollars is in interstate or intrastate 
commerce ¢ 

Secretary Mircuety. As proposed in H.R. 7490? 

Mr. Ayres. Mr. Frelinhuysen’s bill; yes. 

Secretary Mircuery. It can be done. We would not have pro- 
posed it unless we thought it could be done. It will present some 
administrative problems but we believe that it could be done. 

Mr. Ayres. Would this exempt a chain of restaurants operating 
strictly within a State ? 

Secretary Mircuenn. It would depend upon the inflow of goods 
and merchandise and supplies from outside the State. 

Mr. Roosrvetr. Will my colleague yield again ? 

Mr. Ayres. Yes. 

Mr. Roosevetr. Mr. Secretary, you did say, however, that you felt. 
the alternative plan such as I think you mentioned, a million and a 
half dollars of gross business, would accomplish approximately the 
same thing as you had in mind. 

Secretary Mircueiy. Gross business in commerce; yes. 

I suggested that, Mr. Roosevelt, because every time I have appeared 
before a committee on this question of coverage, and now I think this 
is the fourth or fifth time, we always get embroiled in these extremes, 
and I think the important thing from my point of view and I am sure 
from the committee’s point of view is to extend the coverage of this 
at and break a precedent of 10 or 12 years when nothing has been 
cone, 

The suggestion I made was that we are not completely irrevocably 
wedded to the formula that we suggest. We think it isa good formula 
and practical and administratively feasible but, if the committee does 
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not feel so, I think we would like to cooperate with the committee in 
arriving at a formula that would be, and I threw out the idea that 
a higher level of sales in commerce might do the trick of covering the 
same employees, the same workers that Mr. Frelinhuysen’s bill does, 
This is what I meant. 

Mr. Ayres. Mr. Roosevelt asked you a question regarding the retail 
field with which we all know you are very familiar, Mr. Secretary, 

In your experience in the retail field, have you noted where a store 
is represented by a union that they make different contracts as to 
wages in different sections of the country within the same organ- 
ization ? 

Secretary Mrrcnetu. Oh, yes; I think so. In retailing wages, by 
and large the collectively bargained wages, as is true in every other 
industry not only retailing, reflect the going rates of the community, 
This is true in manufacturing, too. 

Mr. Ayres. If we were to cover the retail industry under the Fair 
Labor Standards Act, in your opinion, would we be doing something 
that the negotiators for organized labor have not been able to do 
insofar as establishing a higher rate of pay ? 

Secretary Mrrone.y. I do not see the relationship between the 
establishment of the minimum wage and the organization of workers. 

In the manufacturing industry there are hundreds of thousands of 
workers who are covered by the minimum wage who are not organized 
and there are also hundreds of thousands of retail workers who are 
organized who are not covered by the minimum wage. I do not see 
the relationship. 

Mr. Ayres. We had Max Greenberg, who, I believe, is the president 
of the Retail, Wholesale & Department Store Workers. He is in 
competition with Mr. Suffridge. They do not try to steal each other's 
members but are competing for the same market. 

Secretary Mrrcuei. The word is “raid.” 

Mr. Ayres. He brought two witnesses in, one as I recall from South 
Bend, another from Gadsden, Ala. One lady made 70 cents an hour 
and the other lady made $1.56 and he had negotiated both contracts. 

My point is, if we say you have to pay $1.25 for a retail worker, then 
we take the little lady from Gadsden, Ala., and raise her to $1.25, some- 
thing that Mr. Greenberg has not been able to do with the people 
there; and, when we asked him, he was quite frank about it and he 
said, “The market won’t stand it.” 

Secretary Mrrcnety. That is right. It confirms what I said earlier 
that the collectively bargained rates by and large reflect the local 
market. 

Mr. Ayres. Then, actually, if we said to the owner of the store in 
Gadsden, “You must pay this lady $1.25,” we would be doing some- 
thing by legislation that Mr. Greenberg has not been able to do across 
the bargaining table. 

Secretary Mircnerx. And he would be the first to admit it, I am 
sure. 

Mr. Ayres. He did. 

Mr. Pucrnsxt. Will you yield? 

The lady that was making 70 cents an hour was working for an 
employer that would have been excluded under any of these bills 
because of his gross annual volume, so certainly it merely shows the 
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responsibility of this union that they were not going to slug this 
employer when he could not stand that kind of a wage structure. 

If I recall correctly, the lady from South Bend did work in a place 
where they would have qualified under this act. 

Mr. Ayres. I talked to the lady from South Bend afterwards. They 
got a commission and she makes over $7,000 a year and was a different 
caliber of worker than the other lady. 

Mr. Pucrnsx1. If the gentleman will yield further; it is quite con- 
ceivable that most of those retail establishments where the responsi- 
ble unions cannot negotiate a contract over 70 cents an hour would be 
exempt under the gross annual exemption. 

Mr. Ayres. I will say that in Gadsden, Ala., they have chainstores 
that would be covered under Mr. Roosevelt’s bill. 

Mr. Roosevettr. And under Mr. Frelinghuysen’s bill. 

Mr. Ayres. And this lady who is making the 70 cents for the small 
operator would not get any benefit from the bill. 

Mr. Puctnsk1. Which way are you arguing? Are you arguing for 
or against ? 

Mr. Ayres. Iam trying to argue both sides. 

Mr. Puctnsx1. That is where we find you most of the time. 

Mr. Lanprum. I think we can settle that point, if each of you gentle- 
men will yield. 

If you refer back to the record, you will find that the lady froin 
Gadsden, Ala., worked in a Kress’ 5 and 10 cent variety store which I 
am satisfied would be covered under either bill. 

_Mr. Ayres. All I can say is that those ladies made quite an impres- 
sion on this committee. Weeven know the name of the store. 

My point is this, and this is of great concern to me, Mr. Secretary. 
Should we in the Congress legislate wages where responsible leaders 
like Mr. Greenberg have said, “We cannot get any more because it 
would be detrimental to both the employee and the employer if we 
pushed any harder” ? 

Secretary Mircnern. I think, Mr. Ayres, that it is a matter.of 
degree. I think it would be fair to establish a minimum of $1 as we 
have suggested for enterprises that are not now covered. If this 
has the effect of raising wages where the union has not been able to 
do it, so be it. 

However, the increase or the establishment of the minimum, it seems 
tome, should be in keeping with the general picture and should not be 
too burdensome to the entire industry. It may do exactly what you 
say in some cases. 

Mr. Ayres. For the sake of the record, Mr. Roosevelt also men- 
tioned or left the implication, I believe, that there might have been 
a difference of opinion between the Department of Commerce and 
the Department of Labor. 

_ I think Secretary Mueller made it very clear that he was support- 
ing the administration’s bill. 

Is that your opinion ? 

Secretary Mircnren. I have not read Mr. Mueller’s testimony 
but that is my understanding of the gist of his testimony. 

Mr. Ayres. There is no dissension within the administration as to 
their position on the minimium wage ? 

55097—60—pt. 2———-13 
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Secretary Mircuety. The administration’s position is that the coy- 
erage should be extended to approximately 3,100,000 additional pee 
ple not now covered, which is the result of Mr. Frelinghuysen’s bill, 
and that a moderate increase in the present minimum for those al- 
ready covered is feasible and practical. I believe that is the way that 
Mr. Mueller testified, and that is the way I am testifying. 

Mr. Ayres. That is all. 

Mr. Lanprum. Mr. Pucinski ? 

Mr. Puctnsxi. Mr. Secretary, it is always a pleasure having you 
before this committee because you certainly are one of the most 
forthright witnesses that we have here. Even though we may not 
always agree with your answer, at least we do get answers from you 
that reflect a basis on which we can proceed. 

I would like to take this opportunity to congratulate you on your 
Wage and Hour Administrator, Mr. Lundquist, particularly since he 
comes from the 11th District of Illinois. 

I am sorry that the chairman has left. I was interested in your 
remarks regarding foreign competition and what effect this legisla- 
tion would have. Witness after witness has come before this com- 
mittee and has warned us that extending minimum wage is going 
to price America out of foreign markets. 

fio not want to get you into a big hassle with Mr. Benson but 
I had not heard anyone suggest that perhaps our farm program, our 
subsidies, are having just as big an impact on pricing us out of 
world markets. 

I made a little study in which you might be interested. Last year 
cotton was supported through the cotton loan program at 8 cents 
a pound above the free world market. I am told that it takes a 
pound and a half of cotton to make an average dress shirt, which 
means that this price support contributes about 12 cents to the cost 
of that shirt. If the price support were eliminated, we could re- 
duce the cost of that shirt by approximately 12 cents. Yet we heard 
Mr. Potofsky testify here that, if this minimum wage went up to 
$1.25 and if the entire increase was passed on to the consumer in the 
price of that shirt, the difference would only be 6 cents; so that, here 
we have a problem of price supports contributing to the cost of that 
shirt. 

I get weary seeing the American workingman being the spankin 
boy or whipping post on these foreign markets and I was very ea 
interested in your remarks on this because I think it puts the whole 
thing in its proper perspective. 

I have one thing I wanted to ask you and I see that the author of 
the bill was here and left. You spoke of 7490 and 4488 and said that 
4488 is too broad. H.R. 4488 goes at many more industries than 7490. 

Would you feel that you could support 4488 which would give 
greater relief to a greater number of industries throughout the coun- 
try if perhaps the exemption minimums were increased ¢ 

Now there has been some talk of $750,000. In your statement you 
said that the total effect. 4488 would have in wage costs would total 
over $1 billion annually. I presume that estimate is based on the 
present half million dollar exemption ; is that correct, sir? 

Secretary Mircowey. Yes. 
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Mr. Pucinsx1. Of course, that figure would then be altered if the 
exemption were raised to $750,000 ¢ 

Secretary Mrrcneit. I do not know by how much. It might be 
very little. 

Mr. Pucrysxr. It would be even further if the exemption were 
raised to $1 million ? 

Secretary Mircnety. There are two different philosophies, Mr. 
Pucinski. One, as I understand Mr. Roosevelt’s bill, really goes to the 
furthest reaches of commerce in its coverage, and our bill, Mr. 
Frelinghuysen’s bill, is more restrictive in its concept of commerce. 

I think this is the basic difference which also results in the differ- 
ence in numbers of people covered but is also a difference, as I pointed 
out, in one’s interpretation of the meaning of commerce. 

Mr. Pucinsk1. The question that I was trying to get an answer to 
here is that, if we should go along with 7490, we would actually bring 
relief to a relatively limited number of people in one particular in- 
dustry, primarily retailing, whereas, if we were to go the route of 
4488 ok increase the exemptions, the possibility of spreading this 
relief into other industries would be greater. 

Secretary Mrrcnety. I do not think that that follows. 

I have here, Mr. Pucinski, a comparison of the effect on industries 
and employees of both bills. There are wage and salaried workers 
numbering approximately 20 million who are noncovered or exempt 
under the present bill. 

H.R. 4488 would bring in under coverage 7,992,000 and H.R. 7490 
would bring in 3,146,000. 

Running down the industries that are covered or the categories, I 
note that both bills take in employees in retail trade, both bills take 
in employees in hotels, both bills take in employees in laundry and 
cleaning establishments, both bills take in employees in seafood proc- 
essing, both bills take in employees in transit systems, in small tele- 
phone exchanges, and taxicabs, and seamen. 

The only difference in the coverage between the two bills is that 
H.R. 4488 would include a group here which we have listed under 
miscellaneous services, small newspapers, small logging operations, 
and local retaining capacity, which are not covered by H.R, 7490. 

Mr. Roosrverr. Mr. Secretary, have you any figures which show the 
numbers of people not covered but that would be affected by it; in 
other words, you might bring them in under the coverage but they 
might be exempt; they might theoretically be covered but they would 
get out because of the fact that they were being paid that minimum 

cause of the exemption at the million dollar formula that you have 
or whatever formula the other was? 

Do you have any figures showing the comparisons of the people 
who actually would be affected under these bills? 

Secretary MrrcHe.y. You mean if you were to change the $750,000 
and so on? 

Mr. Roosevett. Yes. 

Secretary Mrrcnety. I have the figures. 

Mr. Roosrvetr. Could we have them for the record ? 

Secretary Mircue.u. Yes, I will be glad to submit this to the record. 

I was addressing myself to Mr. Pucinski’s point that H.R. 4488 
would cover a great many more industries or occupations than H.R. 
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7490 and, on looking down this list, the difference in the number of 
industries covered is not so great. There is a difference, of course, in 
the number of employees covered. 

Mr. Pucinsxi. I am very much encouraged by that answer, Mr. 
Secretary, because I think it indicates to me that, with the cooperation 
of your Department, we can get an improvement in the Fair Labor 
Standards Act in this session. 

Secretary Mrrcne.i. I would hope so. 

Mr. Pucrnsxt. I think your testimony this morning has been most 
helpful and I again congratulate you. 

Secretary Mircneiti. Thank you. 

Mr. Roosevevr. Could I ask one question ? 

Mr. Lanprum. Yes. 

Mr. Roosrvetr. The difference in philosophy is exactly as you have 
stated it. 

Is the sentence in 4488 that is particularly difficult for you on page 
2 under definitions, and then it is repeated a little bit later on— 
and for the purposes of this Act an employee shall be demed to have engaged in 
the production of goods if such employee was employed in producing, manufac- 
turing, handling, transporting, or in any manner working on such goods, or in 
any process or occupation necessary to the production thereof in any State. 

Is that the particular language that is difficult ? 

Secretary Mircnety. I donot think so. It is on page 4, Mr. Roose- 

velt, where your bill provides that an— 
“Employer engaged in an activity affecting commerce” means an employer in 
any of the following categories who is engaged in any activity affecting commerce. 
Then it lists various enterprises. It is this: “Affecting commerce,” 
problem and the definitions that follow, which indicates the difference 
in the philosophy. 

As I have said before here, if the Congress is going to make some 
strides in extending coverage, it would seem to me that it might well 
do it in the first instance by something along the lines of the Freling- 
huysen bill because the impact of that bill would not be nearly as 
great on the economy or on the industries covered as H.R. 4488. 

You look at 7490 and you will see the difference, I think, in our 
philosophy and yours. 

Mr. Roosrvett. I think I do recognize that. 

I would like at some time to have Mr. Lundquist discuss with me 
the language under definitions on page 2. 

Mr. Lunpquist. I would be happy to do it. 

Mr. Roosevetr. Thank you very much. 

Mr. Lanprum. Mr. Hiestand. 

Mr. Hiestanp. Mr. Chairman, I am compelled to compliment the 
Secretary on this statement and particularly the philosophy which 
seems to underlie it. 

His concern is based upon not so much the possible financial burden, 
as you did subsequently express it, but the effect on employment of 
that financial burden. In other words, I am sure that the committee 
all agree that $1.25 or $3 or $4.50 an hour is not worth very much 
to the man who does not have a job. 

The No. 1 argument, as I would see it, for the administration’s 
recommendation of Mr. Frelinghuysen’s bill is its concern for the 
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effect on unemployment. Is that not the No. 1 thing and the most 
important factor ? 

Secretary Mrrcnexy. Certainly I do not think Congress should 
move in the direction of causing jobs to be abolished by any unwar- 
ranted increase in the minimum wage. 

Mr. Hiesranp. We know that a stiff increase or a stiff expansion of 
the coverage would definitely cause unemployment to some degree. 

Now, if the increase is slight, it would have less impact on unem- 
ployment and more chance of those people becoming reemployed, 
whereas, if you turn loose a lot of people, it 1s a tough job. 

Likewise, someone who has been earning less than the minimum has 
a difficult time getting a $2-an-hour assignment. 

I am impressed with that whole philosophy that you use. 

The committee, however, has been concerned considerably about 
competition from abroad, which has been pretty widespread, affect- 
ing, I believe, 200 industries, and that the fair share of the present 
unemployment might be ascribed to competition from abroad. Granted 
that it is not as serious as some people would say, still the trend is 
something that concerns a lot of us because the trend is upward very 
steeply and it could be that shortly we could be importing a depres- 
sion and a lot of unemployment. 

Testimony has been given that, although in some industries the in- 
crease of the minimum might have been very slight, and I believe the 
word “minuscule” was used in one case, in other industries the testi- 
mony has been that it would be quite substantial, even to the extent of 
putting some industries out of business. 

Would you like to comment a little further on that subject because 
we are concerned with this unemployment. 

Secretary Mircuen. I believe, Mr. Hiestand, that it is granted that 
the extension of coverage of the minimum wage would have no effect 
at all on the problem of foreign imports. 

Mr. Hiesranp. Except perhaps indirect? 

Secretary Mircue x. It would be quite indirect. 

_ The problem then centers as to whether or not a moderate increase 
in the minimum wage would affect this problem of foreign imports. 
I really do not believe it will. For example, as I said, the problem 
of Japanese imports is the Amercian wage earner competing against 
an 8 to 15 cent an hour wage level. A moderate increase in the mini- 
mum wage is not going to affect our import situation very much. 

It seems to me that the problem of imports and exports is a much 
bigger one. It has to be approached in a way not related at all to 
a piece of legislation such as the committee is considering this morn- 
ing. Certainly, there is need for both American labor and American 
industry to be concerned about this matter of foreign competition. 

I think I start out with the premise that, if we are going to live in 
this world today as we must, then we must face up to the fact that 
reciprocal trade is and should continue to be a part of our philosophy, 
and to engage in reciprocal trade has benefits to the American worker 
which at this point far exceed the disadvantages because, as I pointed 
out, there are more workers who owe their employment to our export 
activity than there are workers who might be deemed to be out of 
work because of the effect of imports. 
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Therefore, it seems to me that this whole question of foreign com- 
petition gets down to how does American industry, both manage- 
ment and labor, increase its productivity to meet some of the export 
problems and also meet some of the problems of U.S. manufactured 
articles competing in the world market, not only competing here in 
the United States. ; 

I think the thing is solved in many ways, the most important one 
to me being an improvement in the productivity of American manu- 
facturers and an improvement, to the extent that we can help bri 
it about, in the living standards of the workers in the rest of the 
world. 

I do not think that consideration of the minimum wage is properly 
a part of the consideration of the impact of foreign imports on our 
employment. i 

Mr. Hiesranp. Even though any increase is bound to increase some 
costs ? 

Secretary Mrrcne.i. It may increase costs. However, in terms 
of maintaining for the workers affected a standard which has been 
established, I think the 4(d) report would prove conclusively that, 
due to increases in the cost of living, due to increases in productivity, 
that the majority of workers who received a dollar an hour due to 
congressional action in 1956 are now getting only $1 an hour or $1.05 
an hour and they need to be brought up. Because of the increase in 
the cost of living and the other factors, they are worse off now than 
they were in 1956. These low wage people are worse off now than 
they were in 1956 because of the changes that have taken place since. 

Mr. Hiesranp. But the cost of living has not gone up 25 or 33 
percent. 

Secretary Mrrcneti. No. I am not suggesting, as I have said in 
my statement, that the Congress consider an increase of $1.25. 

Mr. Hiesranp. I appreciate the comment and there is a lot more 
that I would like to discuss on that subject, but we are running up 
against a time limitation. 

There was just one question that you, from your knowledge of the 
retail field generally, might be qualified perhaps better to answer than 
anyone else, a generalization about the proportion of retailers who 
would be affected by the 40-hour limitation, bearing in mind, of course, 
that a lot of the larger ones already have that and it is proposed under 
one bill to include retailers of one-half million dollar volume and 
others of $1 million volume. 

Is it not a fact that most of the retailers that are working over the 
40 hours would not be covered anyway by those limitations? 

Secretary Mrrconexx. I am not sure, Mr. Hiestand, that that is true 
I do not have any figures one way or the other. 

We can get them for you. 

Mr. Hissranp. Would you care to generalize on it ? 

Secretary Mrrcnetyt. My impression is that you would find in 
some parts of the country retailers who would come within the cover- 
age of the act; the employees of whom are now working over 40 
hours in a week, 

_ My impression is that this would be a considerable number. That 
is the reason why I have advocated not bringing to bear on this newly 
covered enterprise the overtime provisions. 
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Mr. Hresranp. I have one other question. 

You have not discussed or at least I have not detected discussion 
by you of the problem faced by hotel and restaurant employees where 
the tip income really gives them adequate total income and yet they 
are being paid a base lower than the minimum. 

Secretary Mircuett. Well, I think on the hotels and restaurants 
where tipping is part of the income that, if Congress moves to cover 
any employees in these areas, certainly tips should be part of the 
income and, in arriving at any formula, the income from tipping 
should be considered. 

Mr. Hiestranp. In that event, it should have a special category and 
special handling? 

Secretary Mircueny. I would think so; yes. 

Mr. Hiestanp. Thank you very much. 

Mr. Lanprum. Mr. Frelinghuysen ? 

Mr. Fretincuuysen. Mr. Chairman, not being a member of the 
subcommittee, I appreciate this opportunity to comment very briefly. 

I would like to say that I really wish, as a result of this testimony 
at least, that I were a member of the subcommittee because I found it 
very stimulating. 

I suppose it might be because the Secretary is a fellow New Jersey- 
ite that it has been so refreshing. 

I only wish he were a resident of my congressional district. 

Secretary Mircuexy. I can move, Mr. Frelinghuysen. 

Mr. FretincuuyseEN. I wish you would consider it, Mr. Secretary. 
I would also like to say that I do not know whether I am embarrassed 
or pleased to have had my name bandied around so. I think it has 
already been made clear that I have followed the administration’s 
OM Ba acct in introducing this bill rather than the other way 
around. 

What primarily impelled me to put a bill of this kind in was that 
I felt that Congress should do something about the extension of 
coverage. 

I consider that far more important than whether or not we should 
now increase the minimum wage and I would just like to ask the 
Secretary again what I understand he already said, that he thinks 
the more important question is this one which we have neglected 
since 1954 at least, when the President referred to it in his economic 
message, and that is extension, and that the proposal to increase the 
minimum wage is of somewhat less importance though perhaps one 
that we should not neglect if we are going to change the law. 

Secretary Mircnetz. I would say, Mr. Frelinghuysen, that if you 
put this as a matter of priorities, I believe the extension of coverage 
to be the first priority and that the moderate increase for those pres- 
ently covered is of second priority, but also important. 

I would like to see the Congress move in both directions. 

Mr. Fretineuuysen. Mr. Secretary, I have just two other ques- 
tions. You have already indicated that you would be glad to work 
with the committee in developing a reasonable formula which might 
represent a compromise between the proposals which the subcommittee 
now has and also you have suggested that a moderate increase would 
be advisable rather than one of a dollar to $1.25. 
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I wonder if you have or could provide the committee with some 
statistical information about the numbers who would be covered if 
we extended it to $1.10 or $1.15% You have provided that for $1.25 
and said that is perhaps too broad a coverage and would have too 
serious an impact. 

I think it would be helpful to support the case of what is a moderate 
increase if we had some statistical material. 

Secretary Mircuet.. We would be glad to furnish them. 

Mr. Frevincuuysen. Thank you. 

I have no further questions, Mr. Chairman. 

(The information follows :) 


Estimated number of wage and salary workers in private industry not now 
protected by the Fair Labor Standards Act who would be brought under ite 
minimum wage provisions by S. 1967 and H.R, 7490 


[Estimates represent average employment in the 50 States and the District of Columbia, 1959. Executive, 
administrative, and professional employees are not included] 


{In thousands] 


























Employees brought under 
| minimum wage 
All non- |_ mgt 
Category covered or 
exempt em- | Number 
ployees Total earning 
less than $1 
| an hour 
a ce | 
All wage and salary workers_-._--.------- ‘ 20, 037 3, 146 659 
Workers in categories in which minimum “wage ‘exemptions 
apply: ! 
Outside salesmen, 13(a) (1). .---------------- A amine ps setae m | LOOP leavusegnaanees ee 
Retail trade, 13(a) (2) and (4)-_------ <i tedeiatbunwtidecek 7,050 | 2, 676 600 
Hotels, 13(a) (2) .------- SS 469 50 B 
Laundries and cleaning plants, 13(a) (8) 2 SS A | 448 30 10 
Nonprofit health services, 13(a) (2). _..---.---------------- | OF eee eee e ee ; 
Miscellaneous services, 13(a) (2)?...-.---------------------- BED bi wenn amet on hte ga se 
os ger th (ete 9 eee | sscsseekeee 
Seafood processing, 13(a)(5)...---.--.---------------------| 32 | 10 | 3 
Agriculture and allied services, 13(a) (6)_-.---.------------|} 2,001 | LA hee 
Susell mewenaners, 18) @).2..--~-<..->~. 56--5--.--~5--..- eee lnc -<eupasaee 
Transit systems, 13(a) (9) - ---- AB Payee: 107 | 60 | 3 
Processing within area of produce tion, 13 (a) (10) _- goddecun | en pee 
Small telephone exchanges, 13(a) (11)-.-.------------------| 46 40 10 
a iil eichand eR SEES 106 30) | 10 
EE SES SO ee he ere et ae ee bib + ebnee | 100 60 |...<s0..aee 
Small logging operations, 13(a)(15)__----------.----------- | 87 noscewbons oaon|vh ennai 
Local retailing capacity, 13(a)(1)-------------------------- | 1D fa6 . .ttictgd ci.|s i cade 
All other workers classified by industry division: | | | 
RUNNIIENE 2080.0 22 00 Aastos2 52. 0a c+ -co2se-— 2 see | 90 1-20.02 55-225. | ng een 
ie niiru ttt cpa eeign Sayhestd app cinien sp poe ae ~|---2-2-2-ese00 
Wa Wee. ._.............. it cP CR LE BD | eae, Sete 
Contract construction . _.....--.------------ hod tbh asctiaeke 1, 549 170 | 10 
Finance, insurance, and real estate-_------- pclae | fea ee 
Transportation, communications, and utilities... --.-- -| ot ee eRRREEEE 
Business services . -..--.----------- splbeniieta aianag eee peer oo |-sas¢oseaee 
Domestic service__._----- Ton cvenemaet a. eee ae 
Nonprofit organizations except health services _..------ A se Re eee PERE a 
Professional and educational services __...--------- a i at ae 


' ' | 





1 For purposes of this table, employees who fall into more than 1 category are classified under the first 
category shown. 

2 Includes motion-picture theaters, other amusements and recreation, repair services, personal services, 
and medical and health services other than nonprofit. 

’ Exclude fishermen paid on a share-of-the-catch basis. 
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Estimated number of wage and salary workers in private industry not now 
protected by the Fair Labor Standards Act who would be brought under its 
minimum wage provisions by S. 1046 and H.R, 4488 


{Estimates represent average employment in the 50 States and the District of Columbia, 1959. Executive, 
administrative, and professional employees are not included] 


{In thousands] 








| 
| Employees brought under mini- 








| All non- mum wage 
covered pre: 2 tee 
Category | or exempt | 
employees | Number | Number 
| Total jear ning less|earning less 
| than $1 than $1.25 
All wage and salary workers - --..--....-.-..-..--..----.- | 20, 037 | 7, 992 | 1, 365 | 3, 087 
Workers in categories in which minimum wage exemp- 
tions apply: ! | 
Outside salesmen, 13(a) (1) -..----------.-------------| eT Ro ey eeeeaes Popes Notte ate 
Retail trade, 13(a) (2) and (4)_...----..------ wilbaiotes 7, 050 | 4, 656 917 2, 109 
SR, DDG n.. sunita cetntbl akan aden dé~ a = 469 251 57 174 
Laundries and cleaning plants, 13(a) (3) - ...--- 448 | 256 78 | 148 
Nonprofit health services, 13(a)(2)_.......-.--.----.-- 658 |.....- ee aL oe ie 2. 
Miscellaneous services, 13(a) (2)?_.....-.-- RN ee 1, 241 | 186 79 126 
DE, SOCRINUN a. a dcinad dob oh uses bn cddeauvddetege: = ate j rate peaeate A 
Seafood processing, 13(a) (5) . ..........-.-.-.......... } 32 10 | 15 
Agriculture and allied services, 13(a) (6) nb bnmbia~ chine | 2 oo Sherman to aldabieet tee rate 
Small newspapers, 13(a) (8)-....--------------.- abd 16 16 5 10 
Transit systems, 13(a) (9) -_---- < oom aeeacal 107 107 5 10 
Processing within area of production, 134: a) (10). Jake 167 Sew dcfustssens 2 
Small telephone exchanges, 13,a) (11)_..--.-.-...----.- | 46 42 12 24 
EE BES nnn paannasanedandte steppin es 106 58 14 24 
Seamen, 13(a) (14). _---- CRETE £5 EET 100 100 0 10 
Small logging © perations, “13(a) (1 yh aia eo — 87 | 87 19 7 
Local retailing capacity, 13(a)(1)_...-----------.------ 10 | 10 3 5 
All other workers classified by industry division: 
Manufacturing_.....--- Re SAR ED DS oS EE RTE | 70 | 40 2 20 
AIRS | 20. 2 dhs nn ce ee -| ee Ee Lwebk 
BS See ge mene PRN ie 199 | 180 18 R7 
Comtract Comstreictiem.icdd necnsckca dante uretcce 1, 549 | 1,413 70 105 
Finance, insurance, and real estate......-.------. ES, 317 | 161 7 30 
Transportation, communications, and utilities. __._- 65 | 41 3 7 
| ae ee ae setuieiaa taints i 200 190 25 52 
po ee ie Sere --+----| 2, 461 |--.-.- tint 4 
Nonprofit organizations except health serv ices__- eee] 763 | cou sb ckiewede 
Professional and educational services-..-......------- 197 166 | 41 61 





1 For purposes of this table, employees who fall into more than 1 category are classified under the !st 
category shown, 

?Includes motion-picture theaters, other amusements and recreation, repair services, personal services, 
and medical and health services other than nonprofit. 

+ Excludes fishermen paid on a share-of-the-catch basis, 


Estimated number of wage and salary workers in private industry who are 
protected by the minimum wage provisions of the Fair Labor Standards Act, 
percent paid less than specified rates, and estimated amount and percent of 
annual wage bill increases resulting from increases in the minimum wage rate 
to proposed levels, United States, 1959 





| Estimated inerease in 
Number of annual wage bill re- 


| employees Percent of sulting from increase 
paid less | employees in minimum wage to 
Specified rate | than paid less | specified rate 
specified | than Pa a ha . na 
rate ! | specified 

(thousands) rate | Amountof | Percent 
| | inerease? | inerease 

| (millions) | 
pe ouicethinineiildets Eeetes ere -—— +--= |- —— -——|- ———- 
EER Re iy ae ea ee Oe Pee 2 ee | 1, 280 | 5.4 | $76 | 0.1 
a ee Sa a8 a8 cc | 1, 784 | 7.5 236 | c 
ih Sl Dele BE Rad fF sed Sheed diel 2, 420 10.2 | 452 | — 
eR a Lb inde Lpdetd Eee Mibeh iba 3, 003 | 12.7 729 <¥ 
SEER OEE OR a ee ah eh Asedl 3, 600 | 15.2 | 1,065 | 1.0 


} ad 








! Total number of covered employees is 23,723,000, of whom 20,123,000 employees, 84.8 percent of the total, 
are paid $1.25 or more. 
? Total annual wage bill for covered employees is $100,962,000,000. 
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Mr. Lanprum. Mr. Goodell ? 

Mr. Gooprett. Thank you, Mr. Chairman. Not being a member of 
the subcommittee, I also appreciate the opportunity to sit here. 

You mentioned, Mr. Hiestand, this question of tipping. 

Mr. Secretary, do you have any sort of administrative procedure in 
mind for handling this type of thing without putting too great a bur- 
den upon the restaurant owners themselves? This is a very difficult 

roblem, I know, even now, without trying to work minimum wage 
into the picture. It is difficult for owners and employees. 

Secretary Mrrcuett. We know this is a very difficult problem and, 
in consideration of this proposal by the committee, I think they would 
want to look as we would to the experience of some of the States which 
have established minimum wages covering enterprises where tipping 
is customary and they have met this problem in various ways. 

I think that a study of what the States have done and how it has 
operated would be in order in order not to place any undue burden 
either on the Administrator or the employees or the companies that 
would be affected if Congress is going to legislate in this area. 

Mr. Goopvet.. Is that a question that can be resolved within a time 
limitation if we are going to undertake that this year? 

Secretary MrrcHeE.t. | think so, yes, because some of the States— 
New York State for example, and others—have had experience with 
this tipping problem in their legislative matters. 

Mr. Goopett. Thank you. 

Ihave no further questions. 

Mr. Lanprum. Thank you, Mr. Secretary. 

Secretary Mrrcneni. Thank you, Mr. Chairman. 

(The following was submitted for the record :) 

U.S. DEPARTMENT OF LABOR, °* 
OFFICE OF THE SEORETARY, 
Washington, April 27, 1960. 
Hon. GRAHAM A. BARDEN, 


Chairman, Committee on Education and Labor, 
House of Representatives, Washington, D.C. 


Dear CONGRESSMAN BARDEN: This is in further response to Mr. Alderman’s 
request for the views of this Department on H.R. 9801, a bill to amend the Fair 
Labor Standards Act of 1938 to increase to 40 cents per hour the minimum 
wage applicable to blind workers and to provide for periodic increases beginning 
January 1, 1961. 

Section 14 of the Fair Labor Standards Act authorizes the Secretary of Labor, 
among other things, to issue special certificates to handicapped persons with 
impaired earning capacity permitting the payment of wages less than the statu- 
tory minimum. This provision is intended to enable such handicapped persons 
who cannot compete with nonhandicapped workers on an equal basis to obtain 
or retain employment. H.R. 9801 would greatly restrict the present discretionary 
authority of the Secretary of Labor with respect to issuing handicapped worker 
certificates to blind persons and impose a rigid minimum wage below which they 
may not be employed. 

Under the provisions of the proposed legislation, the Secretary would not be 
authorized after January 1, 1961, to issue a handicapped worker certificate to 
any blind person permitting the payment of wages at a rate lower than 4 
percent of the statutory minimum wage applicable to nonhandicapped workers. 
This minimum rate would be increased to 50 percent of the regularly prescribed 
minimum in 1962, 60 percent in 1963, and 70 percent in 1964. The rate ultimately 
would be increased to 80 percent of the general statutory minimum wage. 

At the present time there are less than 5,000 workers in sheltered workshops 
for the blind, not all of whom are subject to the Fair Labor Standards Act or 
the Walsh-Healey Public Contracts Act. About 100 blind workers employed 
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under the handicapped worker certification program receive less than 40 cents 
an hour. Many others not employed under the program receive more than $1 an 
hour. 

Although the Department of Labor is in sympathy with the intent of the 
proposed legislation to improve the economic circumstances of blind workers, 
we do not believe it provides a proper approach for attaining this goal. While 
the great majority of handicapped persons are paid the present $1 minimum 
wage or above, there are some who cannot obtain employment at this wage rate. 
Many of these persons, through on-the-job training, requiring as little as a few 
weeks or as much as several years, can be sufficiently instructed to earn at least 
the minimum. Others could probably never become sufficiently productive to ob- 
tain employment at the minimum rate. Yet even these workers are capable of 
limited production in sheltered workshops or in private industry. Undoubtedly 
they derive benefits from such employment, not only of an economic nature, 
but of a social and personal nature as well. 

We do not believe that imposing a rigid minimum wage on the employment 
of blind workers, as this bill proposes, would be in their best interests. In our 
opinion, such legislation would have the effect of seriously curtailing employment 
opportunities of the blind. The Department of Labor is extremely selective in 
its issuance of handicapped worker certificates and is careful to avoid permitting 
the employment of handicapped workers for wages which would exploit them. 
Through this flexible approach, in which each case is decided on its individual 
merits, this Department under its handicapped worker program has enabled 
many blind and otherwise handicapped persons to be employed in accordance 
with their productive ability, at prevailing industry rates. We believe this 
selective and flexible approach should be continued. 

In addition to commenting on the substantitve aspects of H.R. 9801, we should 
like to point out certain technical defects we believe the proposal contains. We 
note that the bill provides that the minimum wage permitted to be paid blind 
workers is 80 percent of the Fair Labor Standards Act minimum but then pro- 
vides for step increases beginning with 40 percent of such general statutory 
minimum on January 1, 1961. The question arises as to what the minimum 
wage permitted to be paid blind workers would be between the bill’s enactment 
and January 1, 1961. Apparently the bill inadvertently would provide for a 
minimum of 80 percent of the general statutory minimum until January 1, 
1961, when it would be reduced. We note also that the bill provides for the pay- 
ment of at least 70 percent of the statutory minimum beginning January 1, 
1964, but does not specify when this minimum would be raised to 80 percent of 
the minimum. 

For these reasons the Department of Labor would be opposed to the enactment 
of this bill. 

The Bureau of the Budget advises that it has no objection to the submission 
of this report. 

Sincerely yours, 
James T. O'CONNELL, 
Acting Secretary of Labor. 


U.S. DEPARTMENT OF LABOR, 
WAGE AND Hour AND PusLic ConTRACTS DIVISIONS, 
Washington, D.C., May 10, 1960. 
Hon. Puri M. LANDRUM, 
House of Representatives, 
Washington, D.C. 

Dear CONGRESSMAN LANDRUM: This is in response to requests made of Secre- 
tary of Labor Mitchell when he appeared before the Subcommittee on Labor 
Standards on April 21, 1960. 

The Department’s comments on H.R. 9801, a bill to provide a minimum wage 
for blind workers, were transmitted on April 29. 

We have brought up to date a study of the provisions of State minimum wage 
laws and regulations relating to the valuation of tips and gratuities as a part 
of wages. The results of this study are included in the first part of the enclosed 
report on tips and gratuities. The second part of the report summarizes pro- 
Visions of tax laws relating to the counting of tips as wages, which may also be 
useful to the committee. 
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The statement made by representatives of labor that “if all the required wage 
increases were passed on in higher prices instead of being absorbed as in the 
past, price levels would go up less than 1 percent” has been reviewed. On an 
annual basis, $1 billion would be required to raise to $1.25 an hour the wages 
of presently covered workers now paid less than that amount. In addition, 
$1.6 billion would be required to raise to $1.25 those workers who would be 
newly covered by H.R. 4488. The combined cost, $2.6 billion, amounts to 0.55 
percent of the gross national product estimate for 1959 of $480 billion, and to 
0.83 percent of the personal consumption expenditures estimate of $312 billion. 

We have prepared a table showing for each 5-cent interval from $1.05 to $1.25 
the number and percent of presently covered employees paid less than those 
amounts, and the estimated increase in annual wage bills resulting from an 
increase in the minimum to each of the five rates. 

We are also attaching two duplicated tables, one showing the estimated num- 
ber of workers who would be brought under the minimum wage by H.R. 7490 
and the second showing similar data for H.R. 4488. We have estimated that if 
H.R. 4488 were revised so as to specify a $750,000 sales test instead of a $500,000 
sales test, the number of workers who would be brought under the minimum 
wage would be 7.3 million instead of the current estimate for H.R. 4488 of 8 
million workers. 

Sincerely yours, 
CLARENCE T. LuNpQuIstT, Administrator. 


DATA PERTINENT TO AN EVALUATION OF TIPS AND GRATUITIES AS A PART OF 
WaGES—PROVISIONS IN STATE MINIMUM WaGE LAWS, PrRovISIONS IN Tax 
LAWS, PROVISIONS IN WORKMEN'S COMPENSATION LAWws, APRIL 1960 


(U.S. Department of Labor, James P. Mitchell, Secretary ; Wage and Hour and 
Public Contracts Divisions, Clarence T. Lundquist, Administrator ) 


I. PROVISIONS IN STATE MINIMUM WAGE LAWS 


Of the 28 States and the District of Columbia which have established or revised 
their minimum wage laws since July 1, 1942, three States, Connecticut, Minne- 
‘sota, and Rhode Island, have wage laws which permit the counting of tips, up to 
a specified amount, as part of the minimum wage rate (table 1). 

Connecticut permits deductions up to 35 cents an hour from the minimum wage 
for tips in the hotel and hotel restaurant occupations and up to 30 cents an hour 
in other industries, provided that: (1) tips are customarily counted as part of the 
wage for hiring purposes; (2) the amount claimed as credit is recorded sepa- 
rately on a weekly basis; and (3) the employer provides substantial evidence 
that claimed amount was actually received. 

Minnesota has a wage order for the public housekeeping industry * dated July 
8, 1959, which permits the counting of gratuities up to a maximum of 10 cents an 
hour as part of the minimum wage for service employees,” provided that each of 
the affected employees signs a statement for the record stating that such worker 
received during the pay period gratuities as required. 

Rhode Island has a statute dated October 1, 1957, applicable to all employees 
in establishments with more than three employees, which permits the counting of 
gratuities as part of the $1 minimum wage up to 30 cents an hour in restaurants, 
hotels, and other industries, in work or employment in which gratuities have 
customarily and usually constituted a part of the hourly minimum for hiring 
purposes and have been recognized as such. However, only up to 10 cents an 
hour is permitted to be counted toward the minimum wage of taxicab drivers. 

Seven States and the District of Columbia have wage laws which prohibit 
deductions of tips and gratuities from the established minimum wage rate, but 
set a lower rate for service employees in some industries. These States are: 
Kentucky, Massachusetts (public housekeeping occupations), New Jersey, New 
York (restaurant industry, hotel industry), Ohio, Pennsylvania (hotel occupa- 
tions, restaurant occupations), and Rhode Island (public housekeeping occupa- 
tions, restaurant and hotel restaurant occupations covering establishments with 


1 Public housekeeping generally means any industry or establishment of a Rae or 
“ora character which provides meals, housing, or maintenance service 
ervice employees are defined as those who customarily receive gratuitien “airectly 
from the patrons they serve, such as waiters, waitresses, and bellhops. 
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three or less employees who are exempt from coverage of the State’s $1 an hour 
minimum wage law and are subject to a lower rate). The District of Columbia 
prohibits deductions and sets a lower rate for service employees in the hotel, 
restaurant, and allied industries. The wage differential between nonservice 
and service employees in these States and the District of Columbia ranges from 
a low of 15 cents per hour in the food and/or lodging occupations in Ohio to 35 
cents in the hotel and restaurant industries in Pennsylvania (table 2). 

Twelve States, which include some of the previously mentioned States and the 
District of Columbia, also have wage laws or orders which prohibit the deduc- 
tion of tips and gratuities from the minimum wage rate in some industries, but 
these wage laws or orders provide for no rate differential for service employees. 
These States are California, Colorado, Connecticut (beauty shops), Idaho, Mas- 
sachusetts (personal services occupations, building services occupations, and 
amusement and recreation occupations), New York (building service industry, 
counselor staff occupations in children’s camps, beauty service industry, and 
amusement and recreation industry), Oregon, Pennsylvania (motel and miscel- 
laneous lodging occupations), Utah, Vermont (summer camp industry), Wash- 
ington, and Wisconsin (table 3). 

Three States, including one State in the last mentioned classification, neither 
prohibit nor permit the counting of gratuities or tips as part of the minimum: 
wage but do set a lower minimum for service employees. These States are: New 
Hampshire, New Mexico, and Vermont (hotel, motel, tourist place and restaurant 
industry). The rate for service employees is 10 cents per hour lower in New 
Hampshire and New Mexico, and from 25 cents to 50 cents lower in the specified. 
wage order in Vermont (table 4). 

Three States have various other provisions regarding the counting of tips 
toward the minimum wage, or regarding employees who customarily receive 
tips. North Carolina has a statute in effect as of January 1, 1960, which exempts 
from coverage persons receiving tips and gratuities as the principal part of their 
wages. Maine has a 1959 minimum wage statute which, in a section entitled 
“wages,” provides that in the computation of wages, tips and gratuities shall be 
included. However, in a section entitled “employee coverage,” the statute reads 
that waiters, waitresses, or service employees who receive the major portion of 
remuneration in the form of gratuities will be exempt from the statute’s cover- 
age.* Nevada’s 1957 statute has no provision for tipping ; however, in an opinion 
of the Nevada Attorney General dated October 28, 1948, the hotel industry is re- 
quired to pay female employees the difference between wages paid plus tips and 
the correct minimum wage (table 5). 

Five States have no provisions regarding the inclusion in or exclusion from the 
minimum wage of tips received by employees. These States are: Alaska, Arizona, 
Hawaii, North Dakota, and Wyoming. 


Tas_e 1.—States which permit deduction of tips from established minimum wage 

















nate 
State Industry and occupation Class of employees Overtime 
covered 

Connecticut. ......-..---- Allindustries and occupations | All euaplovers......| 1% times regular rate. 

where tips are customary 
; except beauty shops. ae 
Minnesota... ..._- TUPLES: Public housekeeping ._..-...- Women and No provision. 
minors. 

Rhode Island_...........- Restaurant, hotel restaurant, | All employees-.--_- Do. 
and public housekeeping 
occupations—applicable to 
establishments with more 
than 3 employees. 











Source: U.S. Department of Labor, Women’s Bureau, State Minimum-Wage Law and Order Provisions 
Affecting Working Conditions, July 1, 1942, to April 1, 1959, Women’s Bureau Bulletin 269; and State 
minimum-wage laws and orders, July 1, 1942-July 1, 1958, Women’s Bureau Bulletin No. 267, pt. Il, and 
its supplement No. 1, July 1, 1959. 





*The Women’s Bureau of the U.S. Department of Labor received a letter in November 
1959 from Maine sm | the difficulty the State was experiencing in interpreting and 
administering their new law and expressing their hope of calling a special session of the 
legislature to amend the statute. 
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TABLE 2.—States which prohibit deduction of tips from established minimum 
wage rate and set a lower minimum rate 





Industry and occupation Class of employees Overtime 
covered 





Hotel, restaurant, and allied | Women and No provision. 
industries. 
Hotel and restaurant industry. d Specified amount. 
— housekeeping occupa- No provision. 
tions. 
Restaurant occupations yn es and 1% times regular rate. 
minors. 
Restaurant industry All employees. 1% times applicable full 
time ‘‘with meals” 


rate. 

Hotel industry 1% times minimum rate, 

Occupations relating to the y No provision. 
furnishing of food. 

Hotel occupations, restaurant Specified amounts. 
occupations. 

Public housekeeping occupa- No provision. 
tions: applies to establish- 
ments with 3 or less em- 
ployees. 

Restaurant and hotel restau- 1% times the full time 
rant occupations: applies to basic hourly rate. 
establishments with 3 or less 
employees. 














Source: U.S. Department of Labor, Women’s Bureau, State minimum-wage law and order provisions 
affecting working conditions, July 1, 1942, to Apr. 1, 1959, Women’s Bureau Bulletin 269, and State mini- 
mum-wage laws and orders, July 1, 1942, to July 1, 1958, Women’s Bureau Bulletin No. 267, pt. II, and its 
supplement No. 1, July 1, 1959. 


TABLE 3.—States which prohibit deduction of tips from established minimum 
wage rate and do not provide a rate differential 





Industry and occupation Class of employees Overtime 
covered 





California All industries where tips are y 1% times regular rate. 
customary. 
Colorado. Public housekeeping: hotels, d Do. 
restaurants, motels. 
Connecticut Beauty shops All employees Do. 
District of Columbia......| Beauty culture occupations - - - —_ and Specified amount. 
minors. 
All industries where tips are | All employees No provision. 
customary. 
Personal services occupations_ Do. 
Building service occupations Do. 
Amusement and recreation Do. 
occupations. 
Building service industry - --._- 14% times minimum rate. 
Counselor staff occupations in Specified amounts. 
children’s camps. 
Beauty service industry 1% times minimum rate, 
Amusement and recreation No provision. 
industry. 
Beauty operators and mani- 1% times regular rate. 
curists 


Public housekeeping d Do. 

Motel and miscellaneous lodg- 1% times minimum rate. 
ing occupations. 

Public housekeeping industry- d No provision. 

Restaurant occupation Do. 


Summer camp industry Do. 

Public housekeeping d Do. 

Any occupation, trade or in- 1% times regular rate, 
dustry. » in emergency by per 

mit, female employees, 

4 weeks in a year. 














Source: U.S. Department of Labor, Women’s Bureau, State minimum-wage law and order provisions 
affecting working conditions, July 1, 1942, to April 1, 1959, Women’s Bureau Bulletin 269, and State 
minimum-wage laws and orders, July 1, 1942, to July 1, 1958, Women’s Bureau Bulletin No. 267, pt. Il, 
and its supplement No. 1, July 1, 1959. 
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TaBLE 4.—States which neither prohibit nor permit the deduction of tips from 
established minimum wage rate and set a lower minimum rate 





State Industry and occupation Class of employees Overtime 
covere 





New Hampshire Restaurant occupation Women and mi- | No provision. 


Hotel, ons and tourist home Do. 
occupat: 
New Mexico..-.-....--. uaoek industries and occupations 1% times regular rate, in 
where tips are customary. emergency, females in 
occu ms covered by 
8-48 law. 
Vermont Hotel, motel, tourist place, and No provision. 
restaurant industry. 














Source: U.S. Department of Labor, Women’s Bureau, State minimum-wage law and order provisions 
affecting working conditions, July 1, 1942, to April 1, 1959, Women’s Bureau Bulletin 269; and State mini- 
mum-wage laws and orders, July 1, 1942, to July 1, 1958, Women’s Bureau Bulletin No. 267, pt. II, and its 
supplement No. 1, July 1, 1959. 


TABLE 5.—States which have various provisions on counting tips toward 
minimum wage rate 





State Provisions Overtime 





North Carolina The State has a statute in effect as of Jan. 1, 1960, | No provision. 
which exempts from coverage persons receiving 
tips and gratuities as the principal part of their 
wages. 

Maine The 1959 minimum wage statute, in a section entitled Do. 
“‘wages,’”’ provides that in the computation of 
wages, tips and gratuities shall beincluded. How- 
ever, in a section entitled “‘employee coverage”’ 
the statute states that waiters, waitresses, or serv- 
ice employees who receive the major portion of re- 
muneration in the form of gratuities will be exempt 
from the statute’s coverage. 

Nevada | Its 1957 statute has no provision for tipping; how- | 1} times regular rate. 
ever, in an opinion of the Nevada attorney general 
dated Oct. 28, 1948, the hotel industry is required 
to pay female employees the difference between 
wages paid plus tips and the correct minimum 
wage. 











Source: U.S. Department of Labor, Women’s Bureau, State minimum-wage law and order provisions 
affecting working conditions, July 1, 1942, to Apr. 1, 1959, Women’s Bureau Bulletin 269; and State minimum 
wage laws and orders, July 1, 1942, to July 1, 1958, Women’s Bureau Bulletin No. 267, pt. II, and its supple- 
ment No. 1, July 1, 1959. 


II. PROVISIONS IN TAX LAWS 
A. Federal income tax 


The Federal Income Tax Code of 1954 states that gross income includes all 
income from whatever source derived, and states that among these sources 
is “compensation for services” (sec. 61). The code does not specifically mention 
tips or gratuities. 

The Federal Tax Handbook (Prentice-Hall Inc., 1960) though not an official 
publication, is referred to by the Internal Revenue Service for interpretation. 
Paragraph 1301 of this publication includes “tips” among the various types 
of “compensation for personal service.” Thus tips are considered to be taxable 
income by the Internal Revenue Service 


B. Federal social security tax 


Under the social security law, tips paid to employees by customers of the 
employer are not “wages” if they are not in any way accounted for by the 
employee to the employer.* 


*Regulation 4, sec. 404.1027, subsec. k, as amended from time to time and codified in 
pt. 404, ch. 3, title 20, Code of Federal Regulations and supplements thereto. Federal 
old-age ‘and survivors insurance under title 2 of the Social Security Act. 
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The following are two examples illustrating when tips are deemed ‘‘accounted 
for” to the employer and are therefore counted as wages: 

1. Tipping is prohibited and a service charge is added to the bill, the pro- 
ceeds of which are distributed among the waiters. 

2. A hotel guarantees it waiters a fixed income. The employee must inform 
the hotel of the amount of tips recived so that the balance due him may be 
computed. 

The following example illustrates when tips are not deemed “accounted for” 
to the employer and are therefore not counted as wages: 

A customer arranges with a hotel for a banquet and gives a lump sum to 
the headwaiter for tips, leaving it to the discretion of the headwaiter as to 
how the amount shall be divided. 


C. Unemployment insurance taxes on tips 

Federal.—There are no provisions in the Federal Unemployment Tax Act and 
the Federal Insurance Contributions Act relating to gratuities and tips. How- 
ever, the regulations of the Treasury Department issued under the provisions 
of these acts state that the term “wages” does not include “tips and gratuities 
paid directly to an employee by a customer of an employer, and not accounted 
for by the employee to the employer.” * 

State—Under unemployment compensation regulations, 23 States specifically 
exempt tips, or make no specific provisions for taxing tips. Thirteen States 
tax tips as wages only if “accounted for’ to the employer. Nine States and the 
District of Columbia require that tips and gratuities be treated as wages re- 
ceived from the employing unit, and five States have varying provisions. 

The following States specifically exempt tips, or make no specific provision 
for taxing tips: 


Alabama Louisiana New Jersey 
Arizona Maine North Carolina 
Arkansas Massachusetts Oregon 
Colorado Michigan Pennsylvania 
Florida Minnesota South Carolina 
Georgia Nebraska Virginia 

Iowa Nevada Washington 
Kentucky New Hampshire 


The following States tax tips as wages only if “accounted for” to the employer: 


Alaska Indiana Tennessee 
Connecticut Kansas West Virginia 
Hawaii Mississippi Wyoming 
Idaho Missouri 

Illinois New Mexico 


The following States tax tips as wages: 


Delaware North Dakota Utah 
District of Columbia Oklahoma Vermont 
Montana Rhode Island 

New York Texas 

The remaining States have varying provisions. In California, to be taxable, 
tips must equal at least 90 percent of the employee’s total remuneration re- 
ceived during a payroll period. 

In Maryland, tips are not treated as “wages.” However, such amounts as re- 
ceived by an employee from the employer’s customers are earnings which must 
be reported by a claimant if received with respect to a week for which a claim 
is filed. 

In Ohio, to be taxable, tips must not only be accounted for by the worker 
to his employer, but must constitute the worker’s sole remuneration for his 
services. 

In South Dakota, to be taxable, tips must equal at least 50 percent of the em- 
ployee’s earnings. 

In Wisconsin, tips are not counted as wages in computing contributions due, 
but are included as wages for the payment of benefits. 


5 Commerce Clearing House, Unemployment Insurance Reporter, vol. LA, par. 1230. 
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New York State regulations ——The New York State Department of Labor has 
promulgated rules for the calculation of taxes on tips and gratuities for unem- 
ployment insurance purposes. The rules provide that the value of tips and 
gratuities is euqal to an amount certified by each employee to his employer in a 
signed statement. If no statement is submitted by the employee on the amount 
yeceived in tips, the value of tips and gratuities received is determined as fol- 
lows for the following groups of service employees: 

Tips of garage, gas station and parking attendants: No tips or gratuities shall 
be deemed received. 

Tips of service employees in restaurants: A value equal to 7% percent (or 5 
percent for drug store and counter employees) of a reasonable calculated pro- 
portion of the amount charged for food and beverages served by all such em- 
ployees. If a service charge is added by an employer to each patron’s bill, the 
yalue should be equal to the total amount of such service charge. 

Tips of dining room employees in American-plan hotels and in eating clubs: A 
value equal to $2 per day for waiters and waitresses, and $1 per day for bus 
boys. 

Tips of hotel service employees: A value equal to $2 per day for bellhops, 
porters, baggage porters, and doormen. No gratuities or tips shall be deemed 
received by chambermaids. 

Tips of taxicab drivers: A value equal to 12% percent of the total booking of a 
driver operating a taxicab in cities of population of 100,000 or more and in the 
counties of Westchester and Nassau; $9 per week for a driver operating a taxi- 
cab in other localities; and $3.50 for each round*trip made by a driver of an 
automobile operating between New York City and vicinity and the Catskill 
Mountains. 

Tips of employees in barbershops: A value equal to: (1) 15 percent of cash 
wages received by a barber; (2) 25 percent of the cash wages received by a 
manicurist: (3) 5 cents with respect to each customer for employees shining 
shoes or brushing and otherwise attending to customer’s clothes. 

Tips of baggage porters in bus and airline terminals: A value equal to $2 
per day if the employee worked as a baggage porter for at least 7 hours on such 
day, or 30 cents per hour during which the employee worked as a baggage 
porter on any day in the course of which he did not so work for at least 7 hours. 

Tips of pinboys at bowling alleys: A value equal to 2 cents per game for 
which he sets pins. 

Tips of checkroom attendants: No tips or gratuities shall be deemed received. 

Tips of maritime service employees: A value equal to the following amounts 
per diem for each day of employment: 

Bartender $1.70 Night steward 
Bellboy 1.80 Room steward 
Deck steward___ 2.00 Salon steward 
Headwaiter .35 Stewardess 
Waiter . 50 

The value of tips of beauty parlor operators is determined to be an amount 
equal to 10 percent of the wages paid to them by their employers. 


III. PROVISIONS IN WORKMEN’S COMPENSATION LAWS 


Thirty-five State workmen’s compensation laws contain no provisions relating 
to the treatment of tips and gratuities for wage purposes. Of the remaining 
15 States, 5 States have provisions which exclude tips from wages. Four States 
and the District of Columbia require that tips and gratuities be treated as wages 
received from the employing unit. Five States have workmen’s compensation 
regulations which recognize tips as wages under certain Circumstances, as where 
the employee gives his employer an accounting of tips received or only if re- 
ceived with employer’s knowledge, or where tips constitute more than one-third 
of the employee’s earnings. In one State, Wisconsin, “anything of value is in- 
cluded in wages.” 

Mr. Lanprum. The committee is adjourned until Tuesday at 10 
o'clock. 

(Whereupon, at 12:05 p.m., the subcommittee adjourned, to recon- 

, 3 
vene at 10 a.m., Tuesday, April 26, 1960.) 
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TUESDAY, APRIL 26, 1960 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON LABOR STANDARDS, 
OF THE COMMITTEE ON EpucaTion AND Lapor, 
Washington, D.C. 


The subcommittee met at 10 a.m., pursuant to adjournment, in 
room 429, Old House Office Building, Hon. Phil M. Landrum (chair- 
man of the subcommittee) presiding. 

Present: Representatives Landrum, Roosevelt, Pucinski, Ayers, and 
Hiestand. . 

Staff members present: L. K. Alderman, Jr., chief clerk, and W. 
Wilson Young, subcommittee counsel. 

Mr. Lanprum. The subcommittee will please come to order. 

As the first witness we have appearing this morning, the National 
Retail Farm Equipment Association, represented by Mr. Paul M. 
Milliken, its executive vice president, of St. Louis, Mo. 

Mr. Milliken, we are glad to have you here with us. We note that 
your statement is fairly long. We shall be glad to have you proceed 
by submitting your whole statement or summarizing it, just as you 
wish. 


STATEMENT OF PAUL M. MILLIKEN, EXECUTIVE VICE PRESIDENT, 
NATIONAL RETAIL FARM EQUIPMENT ASSOCIATION, HEAD- 
QUARTERS, ST. LOUIS, MO. 


Mr. Mituiken. This statement is presented to the committee by Paul 
M. Milliken, executive vice president, National Retail Farm Equip- 
ment Association, with headquarters at St. Louis, Mo. 

The National Retail Farm Equipment Association has a member- 
ship of approximately 14,000 farm equipment dealers, located in rural 
communities throughout the United States. 

Our membership includes dealers located in every State and every 
sizable agricultural area of the Nation. The members of the associa- 
tion sell and service about 90 percent of the total annual production 
of farm machinery and equipment, 

Farm equipment dealers stock, sell, and service, farm machinery 
and attachments, repair parts and miscellaneous farm production 
supplies, and maintain modern repair shops. 

actory trained mechanics repair and service implements in the 
dealers’ service shops and, during periods of planting and harvesting, 
make frequent emergency repairs in the farmers’ fields. 

The principal customer of the farm equipment dealer is the farmer. 
Implement dealers, therefore, are all located in rural communities and 
have a rather definite territory which they serve locally. 
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They employ on the average from two to three trained mechanics, 
a parts man, from one to three general salesmen, and merchandise 
men, a bookkeeper, and a typist. ge 

The average employment in the industry is eight employees per 
establishment. Each of these employees assists in different phases 
of the operation at various times as circumstances may require. 

Employees are usually local people with an agricultural background. 

The Nation’s agriculture has become completely mechanized and 
is dependent almost entirely on power farm machinery and equipment, 

The farmer depends on the dealer to stock repair parts and to pro- 
vide immediate service when breakdowns occur. Most of the em- 
ployees require a long period of training on the job and are employed 
on a steady year-round basis. 

It is generally recognized that the retail farm equipment business 
is the largest dollar volume retail business in most rural communities, 
averaging slightly less than $400,000 annually, some running well 
over a million dollars. 

The average dealer has in excess of $100,000 invested in machinery, 
repair parts, and shop equipment required to maintain equipment on 
farms. 

EMPLOYMENT—WAGES AND HOURS 


Employment is on an annual basis with weekly or semimonthly pay 
periods. ie 

In many cases employees share on some basis in the profits of the 
business. The mechanics and parts men, depending on the season, 
work from 44 to 45 hours a week. During slack seasons the hours 
are shorter; and during peak periods of planting and harvesting, they 
may be even longer. 

he hours and conditions of work in peak season vary widely from 
State to State and county to county, depending entirely upon local 
customs, agricultural crops, and conditions. 

Employees of implement dealers receive compensation considerably 
in excess of the minimum wage presently provided in the Fair Labor 
Standards Act. 

A recent survey shows that the average hourly rate for shop em- 
ployees is $1.67 per hour, and for parts department employees, is 
$1.63 per hour. 

In addition, various systems of overtime pay, fringe benefits, 
bonuses, and profit-sharing plans are prevalent in the industry. 

Implement dealers would not be able to adjust to a 44-hour week, 
nor could they meet requirements of existing regulations issued by 
the Wage-Hour Division. 

The adjustments in salaries based on present wage rates, which 
would require time and one-half for all hours over 40 a week at the 
regular rate of pay, and working out adjustments required by various 
bonus and profit-sharing plans presently in existence, would be most 
complicated and, without doubt, would require dealers to consult out- 
side attorneys and accountants each week. 

It would mean a complete change in present voluntary arrange- 
ments in employment that have been worked out to satisfy employees 
and to serve requirements of agriculture in their area. 
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Peak seasons and slack season arrangements which have been 
worked out to accommodate employees and to serve customer require- 
ments would have to be abandoned. 


ADJUSTMENTS REQUIRED BY COVERAGE 


Extension of coverage to our industry would require substantial 
adjustment in policies of service to farmer customers. Limitations 
would have to be placed on farm equipment retail service which would 
directly increase operating costs of farmers who are in no position at 
this time to absorb such increases in production costs. 

Each year the association conducts a “cost of doing business sur- 
vey,” of the retail farm equipment industry, our survey for the year 
1959 has just been completed. The survey shows that in the average 
dealership the service shop is not a profitable operation. 

During some periods of the year the service shops are loaded with 
work, while during other periods farmers require very little service. 

The biggest expense of the service shop is service labor. This serv- 
ice labor must; be maintained throughout the year, regardless of 
workload. 

Coverage under the act would raise service labor costs to a point 
where adjustment would be necessary that would no doubt impair 
present service given to farmers, particularly during planting and 
harvesting seasons. 

A review of this matter with dealers in various sections of the coun- 
try indicates that if coverage were extended to the retail farm equip- 
ment industry, one of two courses would be necessary: They could 
limit operations, to a 5-day, 40-hour week, or possibly a 6-day, 44-hour 
week; they would not be able to stagger employment because of the 
difficulty in hiring and training employees to cut down on hours and 
income. 

During slack seasons employees would be laid off to compensate for 
overtime required during busy seasons. 

An alternative would be to raise prices for farm machinery and 
parts and to increase charges for services to meet the substantial pay 
increases which would be required. 

Under either alternative, employment would not be spread, nor 
would income of employees be increased. 


REASONS FOR OPPOSING COVERAGE 


In behalf of the Nation’s farm implement dealers and their farmer 
customers throughout the United States, we oppose any extension of 
coverage which would affect farm equipment dealers for the following 
reasons : 

1. Farmers’ hours are irregular from season to season, week to week, 
and, in many cases, day to day. 

In the months from Washington’s Birthday to Thanksgiving, the 
farm workweek frequently exceeds 60 hours. Serving the machinery, 
repair and service requirements of agriculture is definitely a job that 
cannot. be performed in a uniform 40-hour week. 

2. Present systems of compensation of employees and working 
conditions have been worked out to attract local people to the busi- 
ness on a permanent basis. 
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They provide employees what amounts to a guaranteed annual wage. 
These systems of compensation would have to be completely revised 
in changing to a 40-hour week under the Fair Labor Standards Act. 

Hours of employment are adjusted as crop seasons demand to serve 
the agricultural needs of the particular agricultural area in which 
the dealer is located. Coverage under the Fair Labor Standards 
Act would change all of this. Employees would lose many of their 
present benefits and would in many cases receive a smaller annual 
income. Cost of service to farmers would be increased. 

3. A major concern to farm equipment dealers is their inability to 
follow involved and complicated rules, regulations, and interpreta- 
tions which are necessary in the administration of the Fair Labor 
Standards Act. 

Dealers know that they could be subjected to claims and suits in sub- 
stantial amounts because they could not keep up with the rules, regu- 
lations, and court decisions. 

4. The original cost of compliance would be economically prohibi- 
tive. 

The detailed recordkeeping which would be required would not be 
possible without revising bookkeeping systems and employment of 
additional personnel to keep records. 

5. Our dealers are aware that if subjected to coverage, they would 
have constant checks on their operations by Federal wage-hour inspec- 
tors and continuous discussions between these inspectors and em- 
ployees. 

Such investigations were made frequently in this industry prior 
to 1949, at which time the retail exemption was clarified. 

Even though the present act includes a clear and specific exemption, 
our industry is constantly checked and frequently individual dealers 
are required to prove their exempt status. These investigations are 
costly and time consuming to the dealer and his employees. 

One dealer, for example, this past year, spent more than 20 full 
working days in one 9-month period gathering information requested 
by a wage-hour investigator on one of these so-called coverage checks. 
This was in addition to the time spent by other personnel. 

In addition to being time consuming and costly, these investigations 
are particularly disturbing to dealers in this industry, located as they 
are in rural communities, who usually do not have legal counsel 
familiar with the act readily available. 

There has been and continues to be a vigorous effort on the part of 
the wage-hour inspectors to find some phase in the implement dealers’ 
operations which could be used to extend coverage to their establish- 
ments. 

In these cases the dealers are quite concerned as a result of state- 
ments made by investigators of the extent of liability which may be 
imposed. 

More serious, however, has been the unrest which has resulted among 
employees. In many cases employees resent efforts of wage-hour in- 
vestigators to upset present employment arrangements more than do 
the employers. We are aware that any extension of coverage or 
weakening of the present retail exemption would mean continuous 
checks of the entire industry. 
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COVERAGE AS PROPOSED BY H.R. 4488 


H.R. 4488 purports to extend coverage of the Federal wage-hour 
law to include retail enterprises which have an annual volume of 
$500,000 or more. This would cover a substantial number of our 
retail farm equipment member stores. 

Our cost of doing business survey for 1959, referred to earlier, 
shows that our 14,000 members have an average annual dollar volume 
of $371,706. A substantial number have annual volume in excess of 
$500,000. 

Furthermore, a number of farm equipment retailers own more than 
one establishment. Although each dealership is operated separately, 
they are part of the enterprise. 

The bill, however, does more than just cover enterprises doing in 
excess of the half million volume. It covers those a in excess of 
$50,000 annually to commercial and industrial users. 

Many of our dealers make sales of power equipment such as front- 
end loaders, back hoes, and dozers to individuals who contract with 
farmers to perform farmwork, such as digging irrigation ditches, 
building farm ponds, performing specialized orchard activities, com- 
bining grain, and the hike. 

They also make sales to large commercial-type farmers. These 
sales would undoubtedly be questioned. The Weap tame Division 
of Department of Labor has frequently maintained that such sales are 
for commercial use. 

Furthermore, H.R. 4488 would extend coverage of the act to any 
employer in an enterprise which has one or more employees engaged in 
interstate commerce or in the production of goods for interstate com- 
merce if the annual volume of the enterprise is $50,000 or more. 

Many retail stores doing much less than $500,000 a year have an 
employee who is engaged in interstate commerce activities, either 
through ordering goods from out of State, paying the bills for these 
goods, receiving and unloading them when they arrive, or delivering 
goods across a State line. 

Others in the same line of business would not be covered, either 
because they bought locally, or because the proprietor—in an unin- 
corporated business—performed the interstate activities himself. 

Thus, within the limits of a single community, there could be one 
farm equipment dealer covered because he did more than. $500,000, 
a second competing dealer with a volume of $400,000 not covered, and 
a third competing dealer with a volume of $300,000 who was covered. 

This is a situation which is equally discriminatory and ridiculous. 

Regardless of volume, a farm equipment dealer cannot serve farm- 
ers on a 40-hour week. The large volume dealers in our industry are 
in no better position to completely revise their systems of compensa- 
tion, working conditions, and service, or their recordkeeping pro- 
cedures, than the smaller volume dealers. They are locally operated 
and staffed by local people serving only their local farm area. They 
compete with smaller volume dealers in the same community who 
would not be covered by the proposal. 

The large volume dealers in this industry are usually located in 
areas where the farmers use large and heavy equipment. These 
dealers have the same type of operation and the same problems as 
the smaller volume dealers. 
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Furthermore, the larger volume dealers are in no better position 
than the smaller dealers to try to keep up with the maze of regula- 
tions and the complicated interpretations. The coverage of some of 
the retailers in this industry on an arbitrary dollar volume would 
affect all competing establishments within the industry. 


EFFECT OF COVERAGE ON AGRICULTURE 


Extension of coverage would be harmful to agriculture. Service 
to farmers would be weakened. The cost of maintaining present fast 
service to farmers when breakdowns occur in the field, particularly 
during planting and harvesting seasons, would be substantially 
increased. 

We point out that farmers are in no position to have an increase im- 
posed on their production costs. There is no reason to change the 

resent system when the employees of the industry are well paid, satis- 
fied, and are rendering good service. 

Farm equipment service cannot be managed on an assembly line 
basis. Employment can, and is, being handled on what amounts to 
an annual guaranteed wage basis. Hours are adjusted to customer 
needs and employee convenience based on local conditions. Annual 
incomes of employees are good. 

The question should be carefully considered of the need to upset 
present satisfactory working conditions, satisfactory compensation of 
employees, and satisfactory service to farmers merely to satisfy those 
who wish a nationwide application of wage and hour regulations 
regardless of effects. 

In conclusion, the retail farm equipment industry believes that it is 
making substantial contribution to agricultural production by its serv- 
ice to farmers which has been geared to local needs and agricultural 
conditions. 

The industry has developed a corps of highly trained, satisfied 
personnel, with a history of long-term employment in the same es- 
tablishment. Employees in this industry are well paid, substantial 
citizens of local rural communities. 

Extension of coverage under the Fair Labor Standards Act to the 
retail farm equipment industry would not accomplish the avowed 
purposes of that act, but, on the other hand, would do harm both to 
employees in the industry and the customers they serve. It would 
tend to break down the established guaranteed annual wage system 
which prevails in the industry. 

On behalf of the 14,000 dealer members of the National Retail Farm 
Equipment Association, we respectfully urge that no change be made 
in section 13(a)(2) of the Fair Labor Standards Act, and that no 
amendments be adopted to the act extending coverage to the retail and 
service trades. 

I shall be happy to answer any questions which anyone may direct. 

Mr. Lanprum. Mr. Milliken, we thank you for that very pi: and 
concise statement. 

Let us see if we can summarize here and see if I have the right 
understanding about this retail farm equipment business. 

I believe you told us that the average number of employees would 
run eight ? 
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Mr. Minuixen. Eight and a fraction, sir. 

Mr. Lanprum. And that the average wage would run $1.67 for the 
mechanics, and $1.63 for the parts department ? 

Mr. Miturken. That is correct, according to a recent survey made 
just since the beginning of this year. 

Mr. Lanprum. Is it also true that with the nature of the farm equip- 
ment business and the farm machinery and the price at which it sells 
today it is such that a relatively small dealer would meet the gross 
dollar volume called for in H.R, 4488 ? 

Mr. Mitirxen. The average of the dealer members reporting to us 
in 1959 was $371,000. 

We just cannot hope that a dealer with less than $100,000 can 
operate a profitable business. And we have many of them and an 
increasing percentage each year because we have fewer dealers as we 
have fewer farmers who are exceeding the $500,000 minimum. 

Mr. Lanprum. Your membership is 14,000, did you say ? 

Mr. MiLuiken. Yes. 

Mr. Lanprum. What percentage of that 14,000 would be covered 
under this proposal in H.R. 4488 ? , 

Mr. MitxiKken. It is a higher percentage in 1959 than it was in any 
prior year, and it will be still higher in 1960. 

I would hesitate to hazard a guess as to the exact percentage. It 
will be in excess of 10 percent; that is certain. 

Yes, it would be in excess of 15 percent. 

Mr. Lanprum. You speak here in this statement of the two al- 
ternatives available to farm equipment dealers if the bill is enacted 
as proposed. The first one would be to reduce his operation to 5 days 
a week, 8 hours a day, or the—I beg your pardon, the first was a 6- 
day week of 44 hours in which case there would automatically be 4 
hours of overtime. 

Mr. Minurken. That is right. 

Mr. Lanprum. The other alternative was to increase the cost of the 
services. 

Mr. Mitirken. Of the service to the farmer customer. 

Mr. Lanprum. Principally the services rather than the price of the 
equipment ? 

Mr. Mrz1Ken. That is right ; not the merchandise, sir. 

Mr. Lanprum. Now, assuming that we pass the legislation as it is 
proposed and the farm equipment dealer chooses the first of these 
alternatives, that is to reduce his workweek to 5 days of 40 hours, or 
6 days of 44 hours, what happens to the farmer with a piece of equip- 
ment broken down in the midafternoon or in the middle of the day ? 

Mr. MixurKken. He will not be able to get the service that he is 
required to have and which he is receiving at the present time. 

During the planting, cultivating, and harvesting season repair 
work in the field is a common practice. 

Mr. Lanprum. In other words, if we had a piece of farm equipment 
broken down in the field and the farm equipment dealer’s serviceman 
was called to the field to make the repairs and install a new part and 
his 8 hours were terminated while he was in the midst of that repair, 
he ee be called upon to button up his jacket and go home; is that 
right ¢ 
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Mr. Miturxen. Either that, or continue at an increased rate of pay 
to the mechanic which would mean a higher cost to the farmer. 

Mr. Lanprum. Now, is there any evidence that employees in the 
farm equipment business are making less than $1.25 an hour ? 

Mr. MuiiKen. There is no evidence of any kind, sir, that any of 
the employees in any dealership anywhere in any part of the United 
States is earning less, even in the office, than the minimum prescribed 
by this bill. 

Mr. Lanprum. What has been your observation, Mr. Milliken, with 
regard to the prices received by the farmers for their products over the 
past 4 years, let ussay ? 

Mr. MirurKen. There is no evidence to think that the farmers have 
been becoming wealthy over the past 4 years, sir. 

Mr. Lanprum. Is the margin of cost to the farmer and reward 
to the farmer gradually growing closer and closer where his profit 
is either wiped out completely because of his fixed cost on such things 
as equipment, fertilizer, seed, labor ? 

Mr. rapes de In 1959, according to statistics coming out of this 
city, the gross farm income dropped from $37.1 billion to $36 billion, 
which was a decline of 314 percent. 

Net farm income declined 16 percent. 

The difference was largely due to the increase in production cost. 
So that if we were to increase the operating or production cost to the 
farmer, it would further reduce his net farm income. 

Mr. Lanprvum. Is there any evidence of that, that the farm products 
brought to the retail market in the form of food and fiber is being 
reduced, as far as the consumer is concerned ? 

Mr. Muurken. That is a little bit outside of the province of our 
studies, but I have read nothing to that effect. 

Mr. Lanprum. You do not know anything to the effect that would 
indicate a drop in the prices that you pay for your fresh fruits and 
vegetables from the farm, do you? 

r. Mintiken. My wife has not reported that, no. 

Mr. Lanprum. Do you know anything that would indicate a drop 
in the prices you are paying for your meats, red meats particularly? 

Mr. Miniixen. I think they are still as costly as they were. I see 
no reason in the world why they can be as long as the farmers’ produc- 
tion costs are increased and they have not increased materially be- 
cause of any increases in our businesses. 

There have been some advances over the past few years in the prices 
of equipment, but not any proportionate increase in the cost of services 
that the farm equipment dealer provides to the farmer. He is still 
getting his machinery repaired at a much lower cost than prevails in 
the metropolitan areas. 

It is because in the metropolitan areas most of the employees are on 
a 40-hour week where out in rural communities where the farm equip- 
ment dealer is established he may be working a 44-hour, or maybe even 
a fewer hours per week during the slack season, but in peak seasons 
he goes to a 55-hour week or higher, especially with th e situation pre- 
vailing right now with the late spring. 

Mr. Lanprvm. Is it true that most of the farms in this country, re- 
gardless of size, are now mechanized ? 
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Mr. Minirxen. Completely mechanized, sir. The farmer is abso- 
lutely dependent on his farm equipment dealer to help keep his ma- 
chine tools in operating condition. ; 

The power farm equipment we use today cannot be repaired by the 
farmhand with a pair of pliers and a piece of wire. It is precision 
built equipment that requires skilled mechanics for servicing and the 
farmer would be helpless without him, so that we should not in any 
way disturb the very satisfactory service that is going to farmers and 
the employees who are currently quite happy with their employment. 

Mr. Lanprum. Then could we summarize your observations to say 
that it is your feeling that if H.R. 4488 is enacted, or some similar 

iece of legislation is enacted, with extension of ——— to the retail 
Seren equipment dealers, that it can result in only one thing, and that 
is a higher cost to the farmer ? 

Mr. MiiirKen. Either a higher cost to the farmer, or a very ma- 
terially weakened service. 

Mr. Lanprum. Which in the end will increase the cost of the 
farmer’s production ? 

Mr. Miti1xen. That is correctly stated, sir’. 

Mr. Lanprum. You do not see that it will be of any benefit or offer 
any reward to those presently employed in the retail farm equipment 
business ¢ 

Mr. MiturKken. None whatever, sir. 

Mr. Lanprum. I believe that is all. 

Mr. Roosevelt ? 

Mr. Roosgvetr. Could I pass for a moment ? 

Mr. Lanprum. Yes. 

Mr. Ayres. 

Mr. Ayres. I think you have made a very good case, Mr. Milliken, 
for your position. 

Mr. Minirxen. Thank you, sir. 

Mr. Ayres. What other industries which you are familiar with do 
you feel should be exempt also ? 

Mr. MuurKen. I would certainly say all of those that are serving 
agriculture, which, of course, would include fertilizer, the feed and 
seed people, because the farmers of the United States, as I am sure 
you are very well aware, are not in a position to stand increased 
production costs. 

Anything that would adversely affect the farmer will not be good 
for our overall economy. 

Mr. Ayres. My friend on the right says we have already lost the 
farm vote anyway. 

Mr. Mru1Ken. I am not speaking for the farm vote. I am speaking 
for the continuation of the supply of food and fiber for the 180-odd 
million people. 

Mr. Ayres. But you do feel that if you were covered under Mr. 
Roosevelt’s bill that the cost of food and fiber would be increased ? 

Mr. Mix1Ken. I know that the cost to the farmer of producing it 
would be increased. I am positive of that. 

I am certain the farmer would have to have increased returns or 
he would have to discontinue business. 

Mr. Ayres. In other words, to cover you in the final analysis we 
would be hurting the consumer because the cost would be passed on? 
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Mr. MuurKken. That isright. That is the point I tried to make, sir, 

Mr. Lanprum. Mr. Pucinski? 

Mr. Puctnsxr. Mr. Milliken, did I understand you to say that your 
organization has 14,000 service dealers ? 

Mr. Minirken. That is right. 

Mr. Puctnsxkr. You said that the average gross annual business of 
these 14,000 runs around $371,000 a year; is that correct ? 

Mr. Minirken. The average of the 1,500 who report their operating 
statements tous. The average of all 14,000 mt probably be some- 
what less than that. 

Mr. Puctnsxt. That was the point I was trying to reach. 

Mr. Mrzixen. Yes. 

Mr. Pucrnsxi. You had 1,400 in your report of cost of doing busi- 
ness survey / 

Mr, Miniurken. For 1959. 

Mr. Puctnsxi. Which represent roughly 10 percent of your total 
membership ? 

Mr. MirKken. That is right. 

Mr. Puctnsxt. Of these 1,500, the average is $371,000 a year ? 

Mr. Mriuiken. That is right. 

Mr. Pucrnsxr. It would seem to me, then, and if I am incorrect I 
hope you will correct me, that in this 1,500 you must have some who 
do substantially more than a half million gross? 

Mr. Mitxiixen. We have quite a number, Congressman, that do in 
excess of a million dollars. 

Mr. Puctnsx1. Now, these very big operators that do in excess of 
a million dollars, they operate over a very large area, do they not! 

Mr. Miurcen. Not necessarily. 

As I pointed out in the statement, they may be and are located in 
areas that use large equipment. For instance, in California, a dealer 
with a sales volume of more than $2 million is not much of an excep- 
tion. 

We have them out there with $4 million, $5 million, but it is due 
to the nature of the equipment that is required for farming operations 
rather than for the area, the size of the area involved. 

Mr. Lanprum. Would the gentleman from Illinois yield? 

Mr. Puctrnsk1. Yes. 

Mr. Lanprum. I wonder if the gentleman now testifying has any 
information about the dollar investment of a farmer who is a hop 
oe: how much it costs? Out there, you are talking of the Cali- 

ornia region. In northern California they grow a good deal of hops. 

Mr. Miuuzrken. The amount of investment in the equipment of 
course, would depend on the size of his farming operations. It used 
to be that a young man could start farming with very little cash of 
his own and good credit get all of of the equipment that he needs. It 
cannot be done today. 

Some of our larger cotton pickers will retail for as high as $15,000. 

Our larger Crawler type tractors will run about $10,000. 

We have some tractors today that are being sold for farm use that 
will weight in excess of 10 tons. 

As our farmers have become fewer and our farms have become 
larger, it requires larger eaipeent and more costly equipment. 

But equipment is the only thing that. will replace manpower on the 
farms and can do it economically and efficiently. 
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Mr. Lanprum. Thank you. 

Mr. Puctnsxr. That was one of the points I was trying to find out, 
Mr. Milliken. These large operators that do in excess of a million 
dollars worth of business a year, they hire substantially more than 
eight people, do they not ? 

Mr. MinirkEn. Yes; we have some of them that run as many as a 
hundred employees. 

Mr. Puctnskt. These big operators ultimately set up quite a mo- 
nopoly in that community, do they not ? 

Mr. Miuirxen. There is not a farm equipment dealer anywhere that 
operates as a monopoly. They have competition and plenty of it. 
We have in our industry eight manufacturers of a long line, almost a 
complete line, tractors and all of the attached tools, and almost. with- 
out exception, I would say without exception, two or more of those 
are represented in every agricultural community. 

International Harvester, John Deere, Allis-Chalmers, Ford. 

You have a lesser number in the automotive industry than we have 
in the farm equipment. 

Say Fresno, Calif., every line is represented there. Every manu- 
facturer has a dealer in that community. 

Bakersfield, any of those places you want to go. Anywhere in the 
Midwest, Illinois, Indiana, Ohio, you find an up-to-date dealership 
inthe natural trading center for farmers. 

So that no monopoly benefits at all. 

Mr. Puctnsk1. i imagine that these large operators because of the 
nature of their business maintain pretty accurate records now. I am 
particularly concerned about the statement you made here because 
the statement keeps coming up over and over before this committee 
that one of the arguments against this legislation is that it would be 
very hard for you to keep records on hour control. 

They keep records now, do they not? 

Mr. Miturken. They keep records of all costs; they keep records 
of sales, cost of sales and expenses. 

But they do not keep the detailed records that will be required for 
each individual employee. 

Mr. Puctnsxi. They withhold taxes from these employees; do they 
not ¢ 

Mr. Mririken. Sure, but that is based on his total pay, not on the 
number of hours worked. 

Mr. Pucrnskt. Do you feel that burdening them with the additional 
burden of keeping records would increase the cost of their operation 
substantially @ 

Mr. MitirKen. I sincerely believe so. 

Mr. Puctnsxt. Now, do I understand these people work as much as 
60 hours a week in some instances ? 

Mr. MinurKken. In peak seasons. There will be occasional days 
when an employee or mechanic will work as much as 60 hours. In 
many of the dealerships he is compensated extra for the overtime he 
puts in, not all of them, but in some of them. 

But, then, in slack seasons, when there is no work in the shop, or 
appreciably no amount of work in the shop, they will work on a very 
reduced week. 

Mr. Puctnsxt. Do they work 40 hours a week? 
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notch mechanic is working in his field on other types of equipment 
in the nearby town or garge ? 

The question that he has asked as to his total earning—— 

Mr. Miun.iKken. From the dealership might not be all that he earned. 

Mr. Ayres. That is right. 

It has been my experience in rural communities where they are 
working in the wee hours in the morning lots of times to repair the 
equipment so that the farmer can get out at sunup; in the winter 
months they have other jobs. 

Mr. MiurKen. There are some that have that. Those are the 
times that the employees find it possible to do some work for them- 
selves on their own car, or maybe arouud their own home—whatever 
jobs his wife has stacked up for him to do. Those are taken care of 
during these slack seasons—or dull seasons; slack is not strong 
enough. It comes in the wintertime in those farmer communities. 

Mr. Puctnsxi. I have never yet found a wife who cannot find work 
for a husband in the slack season. 

Mr. Minurxen. Our experience in that regard is quite similar. 

Mr. Lanprum. Mr. Roosevelt. ° 

Mr. Roosrvetr. Mr. Milliken, I am sorry I was not here when 
you gave your prepared statement, but I have read it with interest. 

I just have a few questions I would like to ask you in relationship 
to the cost of equipment versus the cost of the servicing operation of 
the dealer. 

Have you any figures that would give the volume in the servicing 
department as against the volume in the sales ? 

Mr. Miturxen. Of course, the sale of the equipment has to be suf- 
ficient to cover the cost of that equipment from the manufacturer. It 
would represent in round figures 70 percent of his total sales volume. 

That is new and used. 

In the parts department, the sales would run approximately 17 to 
18 percent of his total sales volume with the service labor comprising 
the balance of it. 

Now, some of the work done in the service department by the 
mechanics is conditioning the new equipment for sale. When it is 
received from the factory, it has to be assembled, set up for delivery, 
and made ready for use; and a portion of the time is also used in 
reconditioning of traded-in or barter goods that the dealer takes in 
in part payment. 

Mr. Roosevert. You do not say that those could not work on a 40- 
hour-week basis, do you ? 

Mr. Miturxen. I would not say that they couldn’t ? 

Mr. Rooseverr. Could not they without undue pressure or undue 
difficulty on the farmer ? 

Mr. Miturxen. Certainly they could not work during the servicing 
season on a 40-hour week. You cannot adjust the farmer’s demands. 

Mr. Roosrverr. Wait a minute. We are assembling the equipment 
that could be perfectly well delivered on a scheduled basis. 

Mr. Mitirken. Much of that is done during the slack season in 
advance of use. The dealer purchases his equipment from his manu- 
facturer and gets it in in advance of the selling season. 

Mr. Rooseveir. Exactly. So, therefore, it is perfectly proper and 
possible to schedule that so that it could be run like any manufacturing 
organization on a 40-hour week plus overtime. 
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Mr. Minurken. Many of them will; some of them will not. Vaca- 
tions are always extended during those periods of the year. 

Mr. Pucrnski. Then perhaps that in itself might justify.this legis- 
lation. 

You take a worker and you expect him to work 60 hours a week in 
peak season at a flat rate, anywhere from $1.63 to $1.67 an hour, and 
then comes along the slack season and he is laid off and he works less 
than 40 hours a week. Do you feel that his is good for the community, 
for the economic stability of that community, and for the good of that 
worker himself ? 

Mr. Muiken. You mean for him to have continuous employment 
52 weeks a year; or to have higher wages during a period of 30 to 60 
days and no employment at all; or no wage for 60 to 90 days in the 
winter ? 

Honestly, I would think that the community would be better off— 
this is in the rural community I am talking about. 

Mr. Pucrnski. I am from the big city. I would like to get your 
views here because I think you can teach me something. 

Mr. Ayres. You would learn a lot more if you would go out during 
the recess and work on a farm. 

Mr. Puctnsxt. I used to work on a farm when I was a kid. 

Mr. Ayres. Then you have the answer to your question. 

Mr. Miturken. We had a month in Iowa, Wisconsin, and Minnesota 
when the farmers could not get off of the farm into town. Certainly 
no equipment could be brought in for RepMe with all of the 16 to 18 
inches of snow. I was in Racine, Wis., about the 3d or 4th of March 
and it snowed 16 inches that one day. 

Certainly there was no movement out in the rural areas. 

Mr. Puctnsk1. Do you have any figures which would indicate what 
was the annual earning of these workers—these service employees 
that do work 60 hours a week at anywhere from $1.63 to $1.67 an hour 
during the peak season? Do you have any idea what is their annual 
earning over the entire year ? 

Mr. Miturxen. I think we have in our office data that will permit 
us to get an answer to the inquiry. If you desire, I will be glad to 
do so and submit it. 

This $1.63 for shop employees and $1.67 for parts employees is 
based on the total number of hours worked per week throughout the 
year, including in excess of the normal employment. 

The normal employment runs around 48. It will go to 54, and a few 
weeks as high as 60. 

That is only a 10-hour day and in the farm areas that is not at all 
unusual. 

I shall be glad to get that data and submit it if it is the desire of the 
committee. 

Mr. Puctnsx1. I would like to see what is their annual earnings. 

Mr. Mitu1Ken. It would be my guess—no, I won’t hazard a guess 
without referring to the figures. 

Mr. Ayres. Will the gentleman yield ? 

Mr. Pucrnsx1. Yes. 

Mr. Ayres. Do you not find this true—that where you have a 
mechanic working Sine the peak season—60, even 70 hours maybe— 
who is servicing the farm equipment during the off-season—that top- 
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Mr. Roosrvetr. Have you any figures in the service departments 
where you are providing service in the field? Have you any figures 
to show the increase or decrease in the cost of that service over the 
same 2-year period ? 

Mr. Miturken. That would vary from dealer to dealer. I do not 
have the figures. 

When a manufacturer such as John Deere, International Harvester, 
announces an increase in list price, it is applicable to all of their 
dealers. 

Whereas a dealer in this town may have to increase his service labor 
rate 25 or 50 cents an hour and the one in the next town might not, 
for one reason or another. 

So we have no figures. Ido not believe that they would be available 
anywhere. 

Mr. Roosrvetr. So in actuality the cost increase in the equipment 
is already existent because those manufacturers are already covered, 
are they not ? 

Mr. Miti1Kken. Definitely. 

Mr. Rooseve.r. Therefore, this legislation ‘would have no effect on 
those costs, or increase of costs to the farmer, whatsoever ? 

Mr. Mitirken. On the new equipment, but on the used equipment, 
which is reconditioned in the dealer’s shop, and which is ordinarily 
purchased by the farmer with lesser income or operating on a lower 
scale, it would definitely increase the cost of the rebuilt, reconditioned 
tractor, combine, plow, cultivator, or what have you. 

Mr. Roosevetr. Why would it if that secondhand machinery and 
the reconditioning of it was properly scheduled over the slack, as 
well as the busy times ? 

Mr. MitirKen. I am not certain that it would be possible to schedule 
it so that it could all be taken care of in what we refer to as the 
slack season or dull periods, Congressman. 

Mr. Roosrvett. No one has ever really tried to do it; is that correct ? 

Mr. MriurKken. I am assuming that someone may have somewhere, 
but I do not have personal knowledge of it. 

Mr. Roosrvetr. In the figures that you give on page 6, Mr. Milliken, 
your average volume of your dealer you give as $371,000, $371,706. 

Obviously, therefore, the $500,000 figure would catch a good many of 
your dealers. 

As it was increased it would include a good deal less. 

At what point would you think that it would exclude the vast 
majority of the dealers ? 

Mr. MILLIKEN. That would be only a guess. I do not know that I 
am in a position to make it. 

I stated a moment ago that I thought perhaps as many as 15 percent 
of our dealer members throughout the country are doing in excess of a 
half million dollars annually. 

Mr. Roosevetr. 15 percent ? 

Mr. Mitirken. Yes. 

‘ a Roosrvett. What percentage would be doing over a million 
ollars ? 

Mr. Mriti1KEeN. I would presume that it would be about half of that 
number that would be doing it, maybe a little bit less. We do have 
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Mr. MuxrxKen. It is not a manufacturmg operation. 

Mr. Roosevett. It is as near to it as you can get. 

Mr. Miuurxen. It is assembling and conditioning of equipment so 
that it can be delivered. It certainly would be much better to do it 
for the owner of the business, for their own equipment, to be either 
conditioned for sale as a new machine, or reconditioned as a used 
machine—than it would to provide the farmer the service during his 
rush periods. 

Mr. Roosevetr. In actuality your real problem, so far as the farmer 
is concerned, is the repair work for the farmer in the field; he is the 
one that you are most sorry about; and yet he is the one who actually 
is almost a very small part of this dealer’s overall business and profit 
and effort ; is that not so? 

Mr. Miturcen. Of course, if he was required—the dealer was re- 
quired to pay or to regulate the workweek of his employees in any 
way which would increase his overhead cost, it would apply to his 
total operation. It could not apply just to his work for the farmer. 

In other words, it could very easily increase the cost of the machine. 

Mr. Roosevetr. Wait a minute. It could not possibly increase the 
cost of the machine itself because the cost of the machine by that dealer 
is not based in any way upon the cost of his service department. 

I think you would not want to testify before this committee that the 
service department costs do not stand on their own feet as against the 
cost of the equipment as it is sold to the farmer, would you ? 

Mr. Minu1Kken. I would so testify because the machines that come 
in from the factory require assembly. A combine takes a couple days 
of two men’s time. 

Mr. Roosevert. That has nothing to do with service in the field. 
That can be carried over a period of slack time, as you have pointed 
out. 

Mr. Lanprum. Mr. Roosevelt, will you yield for just a minute ? 

Mr. Roosevett. Yes. 

Mr. LAnprum. What the gentleman is saying, as I understand it, is 
that that is a part of the cost of the machinery to the farmer; is that 
right ? 

Mr. MiLirKkeN. Yes. 

Mr. Rooseveir. Of course, the cost of assembling of what comes 
from the factory is part of the cost to the farmer, but as you have 
pointed out, that cost can be perfectly well scheduled, as near a man- 
ufacturing schedule as anything possibly could be, and has no relation- 
ship to the necessity of providing service to the farmer out in the 
field during the short period of time, let us say, that the farmer needs 
that service. 

This is something that can be scheduled over the year. 

Let me go on from there and ask you: We made much of the addi- 
tional cost to the farmer here. Have you any figures as to the increase 
of the cost of equipment to the farmer over the last 5 years ? 

Mr. Mirurken. There was an average 514 percent increase in 1959, 
and about 6 percent increase in the year before that and those, as best 
I can recall, Mr. Roosevelt, are the only two increases in the list 
prices of the equipment in the last 5 years. 

There might have been one in 5 years, 5 years ago. 
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quite a number, of course, that are down in the $100,000 to $150,000 
bracket. 

This, all told, is in excess of a $3 billion industry. 

Mr. Roosrvetr. Mr. Milliken, what would you say were the avera 
weekly hours worked by the individuals in the service end of the deal. 
er’s business ¢ 

Mr. Miuii1ken. Throughout thecountry as a whole today ? 

Mr. Roosevetr. Yes. 

Mr. Mui1ken. Somewhere in the neighborhood of 50, 48 to 50. 

Average over the year, in all dealerships ? 

Mr. Roosevett. That is right, and if your testimony is that they 
are paid well over the minimum of a dollar and a quarter. 

Mr. Miiu1ken. Very much over. 

Mr. Roosrvett. So in actuality if we were to take into consideration 
here the average hours under regulations we would perhaps be pro- 
viding a formula under which the wage and hour officials could work 
out a fairly simple system, without very much excess expense to the 
average dealer, because, as you have pointed out, you have figures, 
you know the average hours, you know the average pay. 

Somebody is keeping a reasonably good set of figures or you could 
not give us all this information, 

Mr. Miuuiken. Of course, we do not have figures from all 14,000 
members. Only those from whom we can obtain it. 

Mr. Roosevetr. Obviously, somebody must be keeping them, or you 
could not be giving the figures. 

Now, if you have enough so that you are willing to give them as an 
industry average, you must believe that they are reasonably accurate. 

My Seiaction from that would be that if enough are able to do it, 
and give you these figures, they seem to be able to do it without undue 
expense to them. 

do not. quite see why the others could not do it if they can do it. 

Mr. Mitirken. Well, it is perhaps possible, but it is not easily done, 
or not inexpensively done. 

Mr. RoosevEtt. Well, I accept that statement. 

Now, you made a statement here which I think perhaps the chair- 
man may have asked you and if he did, I withdraw it, it is simply for 
my information. 

You noted also on page 6 that the dealers sometimes make sales to 
large, commercial-type farmers and that the Wage and Hour Division 
of the Department oF Labor has frequently maintained that such sales 
are for commercial use and, therefore, did they include them under 
the Wage and Hour Act when they so held. 

Mr. Mitirken. The investigators contended. No dealer has been 
held. 

Mr. Lanprum. If the gentleman—from California will yield, I 
did not cover it, but I have a note here which you may have seen to 
cover it when you have finished. 

Mr. Roosevett. Fine. 

Mr. Lanprum. You go ahead and save time. 

Mr. Roosrvett. My question is whether or not this was ever upheld, 
did the Wage and Hour Division actually ever bring any of these 
dealers in under the act ? 
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Mr. Miti1Ken. They have been investigated and the investigators 
have contended that such sales were, as they defined them, nonretail, 
even though they were retail in nature. 

For instance, there is irrigation equipment 

Mr. Roosevett. That is not my point. I wanted to know, no matter 
what the investigator held, did the Division ever sustain that holding 
and bring them in under the act and, therefore, make them keep their 
records ¢ 

Mr. Miturken. There have been cases in which the Division has 
ruled, but so far we have not found a dealer, know of a dealer who has 
agreed to accept coverage on that premise. . 

In many instances, in fact, in most instances, where this contention 
has been made by the division, by an investigator, it still has amounted 
to less than 25 percent of dealers’ total sales. We had a case in 
Florida where it ran less than 25 percent. 

In spite of that fact, the investigator 

Mr. Lanprum. Did the investigator go ahead and require him to 
come under the act ? 

Mr. Miturken. He left instructions that hfe should. To my knowl- 
edge, he has not. 

Mr. Lanprum. Is it true that some of those investigators have 
decided to yield to the suggestion of the investigator and come under 
it without running any risk of paying large penalties ¢ 

Mr. Mitirken. Yes, we have known of this kind, too. 

Mr. Lanprum. Would you call that polite blackmail ? 

Mr. Minuixen. Well, he just scared the guy to death and he signed 
up. 

Mr. Roosrvetr. That is all, Mr. Chairman. ‘Thank you. 

Mr. Lanprum. So you do have some trouble in your industry with 
the Wage and Hour Administration extending coverage in areas not 
intended by Congress when the act was passed ? 

Mr. Mitirken. That is our construction, exactly, Mr. Chairman. 
There is entirely too much of it because certainly the industry is 
exempt under the retail exemption that is in the act. 

Mr. Lanprum. So, as a matter of fact, some of the exemption now 
afforded you under the law is being denied you by interpretation of 
the act by those charged with that responsibility ¢ 

Mr. MiturKken. That is fully correct. 

Mr. Puctnskt. I have one question, Mr. Chairman. 

Mr. Lanprum. Mr. Pucinski. 

Mr. Puctnsk1. On the basis of your testimony here this morning, 
Mr. Milliken, I would gather that if the bill, if the exclusion of H.R. 
4466 were raised to let us say $1 million annual gross, it would ac- 
tually cover a very small fraction of your 14,000 members, would it 
not 

Mr. MitxrKken. It would cover a small fraction, Congressman, but 
it would still bea retail business. 

It is not our belief that it was the intent of the Congress when the 
Fair Labor Standards Act was enacted, or in the various amendments, 
that it should cover a purely local rural retail business. 

Whether that volume is a million dollars, or a thousand dollars, 
it is still a retail business. 
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Mr. Pucrnsxt. Except that when it gets up to a million dollars 
annual gross it is a far cry from the small] rural operator that you are 
talking about; is it not? 

Mr. Miu1Ken. He is serving farmers. 

Mr. Pucrnsxt. Certainly, he is serving big farmers, too. 

When you speak of farmers, I think we ought to understand one 
thing. We have the struggling little farmer, but we also have these 
tremendous, big corporations, that are doing millions of dollars worth 
of business and getting millions of dollars worth of loans. 

We have a tendency to look upon farming today in terms of a small 
farmer that I-knew when I was a kid instead of these tremendously 
big enterprises that now have squeezed that small farmer completely 
out of business. 

Mr. Mitirken. The nature of farming has changed tremendously 
in the 20 years that I have been privileged to serve this industry as 
you well know. 

Mr. Puctnsxt. Much to our chagrin, I am sure. 

Mr. Mitt1kEN. We sometimes wonder if we have made progress. 

Mr. Pucrnsxt. But the fact is that if this 4488, if the exclusion 
clause was raised to a million dollars gross annually, it would actually 
cover just a fraction of the people in your particular industry. 

Mr. MiirKen. I pointed out in my statement, Mr. Congressman, 
that a retailer who has sales in excess of $50,000, according to the 
present terms of the bill, but has an employee engaged in interstate 
commerce such as ordering goods over the telephone out of State, re- 
ceiving them, or paying the bills for them, he still could be held sub- 
ject to the act. 

So that if you stepped up from $500,000 to $1 million, the exemp- 
tion, but left in this other provision, it would still put a large number 
of our dealer members subject to the act. 

Mr. Pwucrnsx1. Which other provision? You mean the overtime 
provision / 

Mr. MiutrKen. No. 

Mr. Lanprum. Section 3, item 7. 

Mr. MituiKen. It is on the bottom of page 5 and continues over to 
the top of page 6. 

Mr. Lanprum. That is right, item 7 of section 3. 

Mr. Mitirken. It reads: 

(7) Any enterprise where such employer has one or more employees engaged 
in commerce or in the production of goods for commerce if the annual gross 
volume of sales of such enterprise is not less than $50,000: * * *. 

Mr. Lanprum. If the gentleman from Illinois will yield, I will ask 
this question to try to get this closed. _ 

It is your feeling that under the bill as presently written, there 
would be no exemption for any of your members? 

Mr. Mitircen. A dealer who has a volume of less than $50,000 is 
not making enough money to pay dues so he would not be a member. 

Mr. Lanprum. He is not a member of your association ? 

Mr. Mirxixen. That is right. 

Mr. Lanprum. If he is not doing $50,000 worth of business in the 
farm equipment business, he is not going to stay in it long. 

Mr. MirurKen. He is not giving service to the farmer, either. 
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Mr. Lanprum. You understand this bill as it is written will cover 
all retail farm equipment dealers who are doing $50,000 or more? 

Mr. Miturken. It could be so held. 

Mr. Lanprum. Thank you, Mr. Milliken. 

Mr. Mitrxen. You have been most generous with your time and I 
thank you for the opportunity and privilege of representing these 
dealers. 

Mr. Lanprum. We thank you. 

The next witness is the National Retail Hardware Association, rep- 
resented by Mr. Russell Mueller, of Indianapolis, Ind., managing 
director. 


STATEMENT OF RUSSELL R. MUELLER, MANAGING DIRECTOR, 
NATIONAL RETAIL HARDWARE ASSOCIATION 


Mr. Mvetier. My name is Russell Mueller. I am the managing di- 
rector of the National Retail Hardware Association. 

I appreciate this opportunity to appear before your committee on 
avery vital subject to us. , 

In order to conserve the time of this committee, and perhaps to af- 
ford more opportunity for questions following my presentation, I will 
not read from the statement. However, I would like to request that 
the statement that has been filed with your committee be made a part 
of the record. 

Mr. Lanprum. That will be done. 

(The statement referred to follows :) 


STATEMENT By RUSSELL R. MUELLER, MANAGING DIRECTOR, NATIONAL RETATT. 
HARDWARE ASSOCIATION 


This statement is presented by Russell R. Mueller, managing director, Na- 
tional Retail Hardware Association. This association has a membership of 
23.000 hardware dealers located in communities throughout the United States. 

These hardware retailers maintain independently owned and operated es- 
tablishments. Historically, they have served the daily hardware reeds of their 
local communities. They carry stocks of various lines of hard goods, such as 
handtools, garden tools, housewares, paint, builders’ hardware, nails, wire 
products, and farm supplies. 

Forty-three percent of the membership of the National Retail Hardware Asso- 
ciation is located in towns and communities of under 2,500 population. Seventy- 
four percent of our 23,000 member stores are represented in communities under 
25,000 population. With this type of varied retailing, store operations and 
conditions of employment would depend greatly upon the customer demands 
upon these stores, i.e., farmers, mechanics, tradesmen, do-it-yourselfers, and 
home goods housewife buyers. 

While these truly small businessmen may be thought by some to be individ- 
ually of relative insignificance, collectively, and in their own communities, 
they represent a substantial position in the economy and render a worthwhile 
service to the consumers they serve. 

ach year the association makes a retail hardware survey, using a repre- 
sentative sampling of the member stores, based on store sizes and marketing 
areas. Much of my testimony will be based upon data taken from the 1958 
survey, 

In 1958 the average sales volume for retail hardware stores throughout the 
United States was $126,950. The average salary per store owner or manager was 
$5,000. The average salary for all employees, exclusive of store owners or 
maangers, was $3.150. Attached to this statement as exhibit A is a breakdown 
of annual salaries of owners and employees of stores in communities by mar- 
keting areas and by population, together with a breakdown by sales volume of 
stores, 
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1. Basically, we feel that wages and hours in retail hardware stores are mat- 
ters so local in character that they are not susceptible to controls designed for 
nationwide application. 

A. Retail hardware store operations vary, according to the needs of the local 
communities in which they are located. 

1. Merchandise offered for sale of necessity must fluctuate in line with the 
unique economies which exist, not only in different regions and different States, 
but within every State and within counties and towns. 

2. Store hours must coincide with the buying habits and needs of the eus- 
tomers. The early-morning tradesmen working on a construction job expects 
to pick up necessary tools and last-minute requirements. 

The farmer satisfies his needs and forms his buying habits dependent on 
weather and his ability to get into the field to plant and cultivate his crops. He 
is an early morning and late-in-day customer. 

The householder, Mrs. American Housewife, fulfills her requirements between 
these early and late hours. 

3. Store sizes, number of employees, and sales volume differ by customer area 
influence. 

4. The seasonableness of the business creates high and low periods of store 
hour activity. See exhibit B. 

5. Variables of the type enumerated above can only logically lead to varying 
conditions of employment, dependent upon locality. 

B. Employment conditions in hardware stores have unique characteristics. 

1. The employer-employee relationship in hardware stores is a close, personal 
one. There are relatively few employees—average 4.5 per store. Historically, 
these employees have had long tenures of employment. They have considerable 
freedom of action during slack hours and slack business seasons. 

2. Employment generally is on an annual basis rather than an hourly or 
weekly basis. 

Irregular hours are not unusual. In small towns and rural communities, par- 
ticularly in agricultural areas, during certain months business is off and hours 
short. Likewise, there are peak seasons when business is up and hours pro- 
portionately long. 

For example, January, February, and March are notoriously poor business 
months nationally for hardware stores. The average hardware dealer maintains 
his full employee force during this first quarter period in spite of the fact it is 
a traditionally a red-ink period. Our survey figures for 1958 show that on an 
average 72 percent more business was done in May than in January and 85 
percent more business was done in May than in February. It is obvious that 
under a straitjacket of a minimum wage and a 40-hour week, a hardware dealer 
would have to consider laying off employees during extremely slow months to 
make up for additional employment costs required during peak seasons. 

3. Employees in many stores (particularly in small stores and rural com- 
munities) often include the aged, partially handicapped, students, and others 
who cannot compete in an open employment market. Such employees would be 
the first to go under any system of controls which would increase the cost of 
doing business for small hardware retailers. 

4. Another unique characteristic about hardware retailers is that store 
owners and managers perform many and varied functions in the store operation. 
A normal situation not only calls for the store owner to serve as manager, buyer 
of the community needs, salesperson, advertising and promotion manager, part- 
time bookkeeper, but also many times he ends up as delivery boy. 

5. An unusually close relationship exists between personnel of retail hard- 
ware stores and the customers served by them. The store is a service establish- 
ment. Customers come to the hardware store for advice about every conceivable 
problem connected with maintaining a household. The typical hardware dealer 
is identified with community projects. Not only is he a solid citizen but he is 
a stable businessman. This fact is borne out by Dun & Bradstreet statistics 
showing fewer business failures among hardware retailers than in any other 
type of retail business. 

6. The hardware store is also unique because of the extremely large number 
of items maintained in its inventory. The average store carries 18,000 to 20,000 
separate articles of merchandise. The need for product knowledge, gained only 
through longevity of employment, is necessarily essential. In order to properly 


maintain such an inventory and perform the varied other functions required of 
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him, the hardware store owner or manager is in no position to be burdened with 
new vr unusual demands upon his time. 

II. Extension of coverage under the Fair Labor Standards Act would have 
serious adverse effects upon the retail hardware industry. 

A. Any attempt to apply set standards for wage rates and hours to retail 
hardware stores would impair the existing close relationship between manage- 
ment and employees and customers served by them. 

1. Rigid controls of wages and hours, such as required under the Fair Labor 
Standards Act, would require that dealers lay off employees during slow busi- 
ness seasons. This would cause obvious problems for management. Employee 
turnover would be great. Time wasted in training employees would be in- 
creased. Volume of sales per employee would go down. Overall cost of doing 
business would go up. 

2. Layoffs and other unstable employment conditions would adversely affect 
employees. They would no longer be employed on an annual basis. Warm per- 
sonal relationships with employers would be impaired. Annual pay would 
decrease. 

3. Poorly trained employees, resulting from unstable employment conditions, 
would mean a lower grade of service to hardware store customers. Inflexible 
store hours would mean less service to customers. A hardware store would be 
unable to properly serve a community during a 40-hour workweek. When your 
total work force is limited to 4.5 employees, it is not possible to stagger the 
workweek. After granting a half a day during the week to each employee, the 
necessary lunch periods and time off, a further staggering beyond this point 
would leave the store without employees to satisfy the community requirements. 

4. Increased costs to hardware dealers would necessitate either consumer 
price adjustments or deficit operations. The profit picture for independent 
retail hardware stores does not show room for absorption of any increase in 
the cost of doing business. 

Again, taking our average hardware store doing $126,950 business, we find 
he has— 

$43,289.95 tied up in inventory. 

$24,882.20 invested in furniture, fixtures, delivery eqaipment, and other 
assets. 

A payroll of 4.5 employees to meet and ends up with a 1 percent profit 
on sales. 

If we take this same hardware dealer’s total sales and subtract his cost of 
goods, we find that he operates on a 30.45 percent gross margin before operating 
expenses and overhead. 

More than half of this gross margin is paid out in salaries. He has remaining 
10.75 percent to take care of his heat, light, rent, delivery truck, and all other 
expenses, leaving a profit before taxes of only 1 percent. 

His greatest single expenditure is the providing of employment on an annual 
basis to people necessary to help run his business. 

See exhibit C. 

B. The multiple duties of the store owner and employees alike would make 
the keeping abreast of the involved and complicated rules and regulations to 
properly comply with all of the provisions of the Fair Labor Standards Act an 
undue hardship on this type of retail merchant. 

1. Dealers would fall heir to hundreds of complicated regulations, interpreta- 
tions, and court decisions—which they are not qualified to handle without out- 
side counsel; e.g., Wage and Hour Interpretative Bulletin, part 778, dealing with 
overtime requirements alone lists some 90 topics with which a dealer would have 
to be familiar and be kept currently advised. Hardware retailers have no comp- 
troller or legal advisers on their payrolls. 

2. Complying with necessary detailed recordkeeping and payroll data re 
quirements wold be extremely costly, if not practically impossible. 

3. To have Federal investigators constantly policing compliance, going over 
books, and interviewing employees would work an unnecessary burden on small 
merchants—who don’t have the benefit of regular advice of an attorney ex- 
perienced in handling interpretations under the Fair Labor Standards Act. 
Such activity would cause unrest among dealers and employees, and would inter- 
fere with store operations. 

III. H.R. 4488 proposes extension of coverage to include retail enterprises 
which have an annual volume of $500,000 or more. In addition, it would cover 
any enterprise having annual sales in excess of $50,000 to industrial or com- 
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mercial customers. This proposal is completely objectionable to the retail hard- 
ware trade. It would create inequities within our own trade and among retail 
establishments in business communities throughout the country. 

Some of our hardware dealers have an annual dollar volume in excess of 
$500,000. Many Own more than one store. A substantial number of dealers 
have customers that would undoubtedly under this proposal be classed as in- 
dustrial or commercial users. Retail sales are made by hardware stores to 
painters, building contractors, schools, city and county government users, and 
to other business establishments. A hardware dealer does not inquire of his 
daily customers as to their use of the items purchased. No record is kept to 
segregate the sales by class of customer. This would be completely 
impractical. 

Under this proposal a hardware dealer would never be sure whether or not 
he had reached the point at which he would have to accept coverage or turn 
away customers. Constant fear of penalties for insufficient records or other 
violation would be present, Prior to 1949 the Wage-Hour Division of the De 
partment of Labor maintained that such sales were for commercial use and 
the industry was placed in a state of confusion and uncertainty until the exemp- 
tion was clarified at that time. 

The bill would extend coverage of the act to any employer in an enterprise 
which has one or more employees engaged in interstate commerce or in the 
production of goods for interstate commerce if the annual volume of the enter- 
prise is $50,000 or more. This would jeopardize the status of any hardware 
store employee ordering goods from out of State, paying bills for these goods, or 
receiving and unpacking such goods upon arrival at the store. Thus a dealer 
might have part of his employees covered and part of them exempt. 

H.R. 4488 would create a chaotic condition within the hardware trade and 
within the retail trade up and down Main Street. In a single community one 
hardware store having an annual volume of $300,000 might be exempt. Across 
the street a competitor doing $200,000 annual volume might be covered because 
of sales in excess of $50,000 to customers classed as industrial or commercial 
users. 

IV. Today the same reasons that led Congress in 1938 to exempt retailing 
from Fair Labor Standards Act controls are still valid. 

A. When the Fair Labor Standards Act was enacted in 1938, it included a 
retail exemption from the minimum wage and hour provisions. The Congress 
recognized that retailing was primarily local in character and not susceptible to 
controls designed for national application without regards to varying local prob- 
lems. 

Also, it was recognized that the retail industry could not limit hours of work 
through industrial assembly line techniques, and that retail service to customers 
would require varying hours of work depending on local conditions. 

B. In the next 10 years the exemption was gradually whittled away by admin- 
istrative interpretations. In amending the act in 1949, Congress again recog- 
nized the need for the exemption and adopted clarifying language to prevent 
coverage by administrative regulation. In the retail hardware trade the need 
for the exemption today is exactly the same as existed in 1938 and 1949. 


CONCLUSION 


Wage scales and hours of employment in retail hardware stores should be 
dictated solely by local conditions and the type of person employed. Any exten- 
sion of coverage of the Fair Labor Standards Act to the retail and service trades 
would be harmful to local merchants, to their employees, and 'to the customers 
they serve. The National Retail Hardware Association, on behalf of its 23,000 
members in the United States, urges that no such amendment be proposed or 
enacted, 
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ExHIsIt A 


1958 salaries by market areas* 


U.S. average, all hardware stores: 
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A. Population over 2,000,000: 
Salary per owner or manager__.__.__- Z 
Salary per sales person_.............-.-.. 
Salary per office employee______....___- 
Salary per other employee_______...___- 
Salary per employee (all employees not 
owners or managers) __.............--- 
B. Population 450,000 to 2,000,000: 
Salary per owner or manager- -__._._.--| 
Salary per sales person. ___.........-.-- 
Salary per office employee ____..._.._- 
Salary per other employee_____- | 
Salary per employee (alt employees not | 
owners or Managers) _..........--..... 
C. Population, 150,000 to 450,000: | 





Salary per owner or manager...--.. _-- 
Salary per sales person._._--- Re ee 
Salary per office employee. ----_----- neon 
Salary per other employee__--_--------- | 
Salary per employee (all employees not | 
owners Or Managers) .........--.----.-| 
D and E. Population, 25,000 to 150,000: 

Salary per owner or Manager. ----.----. 
Salary per Sales person.............----- 
Salary per office employee_------....--- 
Salary per other employee__........---. 
Salary per employee (all employees not 
owners or Managers) -_..---.----.----- 

F. Counties having no cities with population 
over 25,000, but at least 50 percent ur- 

banized: 

Salary per owner or Manager-.-_-------. | 
Salary per sales person.........--.------| 
Salary per office employee. -_-----...---- | 
Salary per other employee_-_-----....-.-- 

Salary per employee (all employees not | 
owners Or Mamhagers._................ | 
G. Counties with above average farm income: | 
Salary per owner or manager. -.-------- 
Salary a a ne oe 





| 

Annual sales 
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3, 500 


Annual sales 
$50,000 to 
$100,000 


| 


$5, 765 
> 555 
2, 525 


5, 050 
3, 585 
2, 690 
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Salary per employee (all employees not 
owners Or Managers) .....-....------.- 
H. Rural counties with below average farm | 

income: 

Salary per owner or manager... .-.----- 
Salary per sales person.-.--- Udacedontenk 
Salary per office employee. --..........-- | 
Salary per other employee_-_-.--.....---- | 

Salary per employee (all employees not 
owners Or Managers) ..........--.....- 








Annual sales 


Annual sales 








$100,000 to over 
$200,000 $200,000 
$6, 705 $7, 550 
3, 780 3, 925 
3, 000 3, 540 
es See Ps 3, 695 
3, 640 3,795 
6, 000 8, 985 
3, 550 | 4,740 
2, 955 3, 500 
3, 040 3, 625 
3, 510 4, 190 
6, 075 9, 450 
3, 735 3, 940 
3, 000 3, 475 
2, 895 3, 255 
3, 690 3, 635 
5, 835 8, 480 
3, 555 3, 850 
2, 805 3, 520 
iparnees rey 2, 885 
3, 390 3, 740 
5, 280 | 8, 100 
3, 320 | 3, 690 
2, 690 3, 235 
2, 740 4, 210 
3, 080 | 3, 57 
5, 100 | 6, 800 
3, 345 | 3, 865 
2, 585 2.815 
3, 125 3, 470 
3,195 | 3, 600 
5, 180 7, 200 
3, 065 | 3, 275 
2, 670 2, 675 
2, 635 | 2) 495 
2, 990 | 2, 925 








1 Market areas as determined by Indiana University. 


Source: ‘‘Annual Cost of Doing Business Survey” of National Retail Hardware Association. 
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ExuHisit B 


Retail hardware stores comparative monthly sales statistics, 1949-58 
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Nore.—The trend of this sales pattern by years may be found in the above table which was prepared from 
findings of the U.S. Department of Commerce and the National Retail Hardware Association. 


Exuisir C 


U.S. average for all stores reporting made by National Retail Hardware Associa- 
tion for the year 1958 


Average sales per store 





Net sales 
Cost of goods sold 


Paid out in salaries: 
ry ne EN OU SE Ue, Sie dincilimalltbans 
To salespeople, office and other 


Total paid out in salaries 
Other costs of doing business : 
Office supplies and postage 
Advertising 
Donations 
Telephone and telegraph 
Losses: Notes and accounts 
Delivery expense (other than wages) 
Depreciation, delivery equipment 
Depreciation, furniture, fixtures, and tools____..._.__--_----------- 


Repairs to building 

Heat, light, water and power 

seperate! enna a a ee eR Stet Aa Mpls HT 
Taxes (excluding Federal income tax) 
A LE LLL LS LEI ELG LA ALOT 
Unclassified, including store supplies 


RSRASSERRGRRAS 


Total expense (not including interest on investment) 


Earnings on sales (before Federal income tax) 


Mr. Mvetirr. And especially the exhibits. I think, Mr. Pucinski, 
you will find that the exhibit is interesting because we have put in 
annual wages and we have broken it down by size of city and com- 
munity so that you will see the great variance in our annual wage 
scale, depending on the location of our stores. 
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Chronologically however, I will follow the statement and the ex- 
hibit submitted. 

Now, the National Retail Hardware Association is a federation of 
38 State and regional hardware associations including Canada. 

Membership in the United States is comprised of 23,000 hardware 
stores, and we are located in 10,278 communities. 

The hardware stores I represent maintain ye wo owned and 
operated establishments. They serve the daily hardware and house- 
ware needs in their respective local communities. 

Stocks are quite varied, such as hand tools, garden tools, housewares, 
and farm supplies. 

Forty-three percent of our total membership of the 23,000 is located 
in towns under 2,500 population. Seventy-four percent of our total 
membership is in communities under 25,000 population. 

Mr. Chairman, for instance, in the State of Georgia 81 percent 
of our stores are in towns under 25,000, 

In the State of California, 66 percent of our stores are in towns 
under 25,000. 

In Illinois, 81 percent of our stores are in town under 25,000, and 
59 percent in your State of Ohio. 

Now, with this type of varied retailing, store operations and condi- 
tions of employment depend greatly upon consumer demands on these 
stores. 

We serve farmers, mechanics, tradesmen, do-it-yourselfers, and 
home goods housewife buyers. 

Each year our association makes a retail hardware survey, a cost 
of doing business survey. 

Much of my testimony on the facts and figures side of it will be 
based on data taken from our 1958 survey which is part of the exhibit 
material which I have already submitted to you. 

Now, our average sales are $126,590. 

Our owner or manager salaries is $5,000. 

Average for all employees, exclusive of owner-manager, is $3,150 
per year. 

Basically we feel that wages and hours are matters so local in char- 
acter that they are not susceptible to national regulation, nationwide 
regulation. 

Merchandise offered is different in regions, different in States, and 
diffterent in the individual communities. 

Store hours must coincide with the buying habits of the people that 
we are trying to serve, the tradesmen, the farmer, the householder, 
hobbyist, and so forth. 

The seaonableness of our business has a tremendous bearing. These 
varying conditions logically will lead to varying conditions of em- 
ployment depending on locality of these respective stores. 

_ Hardware stores have some rather unique employment character- 
istics. There is a close employer-employee relationship. We employ 
four and a half people. 

Don’t ask me what the half is, but that is the average. 

We employ four and a half people. Irregular hours are not un- 
usual. For us to try to stagger four and a half people when we work 
out an afternoon off, when Joe gets a haircut and so forth, you just 
don’t spread four and a half people and still serve the number of hours 
that we operate our particular type of establishment. 
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Now, speaking to this seasonal fluctuation—January, February, 
and March—we lose money in the average hardware store. We doi 
percent more business in May than we do in January, and we do 85 
percent more in May than we do in February. 

Now, any straitjacket of employment such as proposed in the wage- 
hour, holding us to something that resembles a 40-hour week, that 
some of these employees, of necessity, in January, February, or Mareh, 
we could not use them during these extermely low periods. 

Also, we use a great deal of part-time employees. Oftentimes we 
employ people who cannot actually compete for employment in the 
open employment market in our type of store. 

Now, the store owner is the buyer, he is the advertising manager, he 
is the bookkeeper, he is the promotion manager. Sometimes if he 
gets a call from an important enough person, he is delive ery boy, too. 

The relationship between the personnel of the hardware store and 
consumers is an unusual thing. It takes a long time for a store 

rson to sometimes even find the merchandise in our stores that he 
is working for and the customer that comes in is looking for some- 
thing that looks this way, that fastens this way, that serves a par- 
ticular problem that that person may have in the home. 

Now, productivity, any measurement of productivity for that kind 
of service, is entirely different than measuring the productivity of 
somebody punching a stamp press and so many units spit out at the 
end of 1 hour of employment. 

We can spend an hour just resolving a painting problem on some- 
body’s antique piece of furniture. 

The variety of items that we handle in our stores would run some- 
where between 18,000 and 20,000 different items of merchandise. 

The hardware store owner is in no position to be burdened with 
new or unusual demands upon his time. I know that the previous 
witness said a point was raised there, but I still say with that state- 
ment, as far as our hardware people are concerned, we cannot be 
burdened with any more regulatory requests when we are again 
thinking of these 414 people. 

The extension of coverage under the Fair Labor Standards Act 
would have serious adverse effects upon the retail hardware industry. 
It would impair close relationship between manager and employee, 

roblems would be created for management if employees were to be 
aid off in the first quarter of each year, and presently we employ 
all of our people not on an hourly basis, but on an annual wage basis. 

That is the way they are paid. Inflexibility of store hours would 
mean less service to customers. 

Now, a hardware store would be unable to properly serve a com- 
munity on a 40-hour week. 

Now, the profit picture presently does not show room for absorption 
of any increases in the cost of doing business. 

Again let us take our average hardware store with $126,950 in 

sales. He has $43,289 tied up in inventory; $24,882 in furniture, 
fixtures, delivery equipment, and he meets a payroll for 414 employees. 

When he gets all through, he ends up with a 1 percent profit on sales 
before taxes. 

His gross margin before operating expenses and overhead is 30.5 
percent. Over half of this gross margin presently is paid out in 
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salaries, 18.7 percent. The remaining 10.75 is for heat, light, rent, 
delivery truck, and all other expenses which lets him end up with 
a merchandising sales profit, before taxes, of 1 percent. 

Now, the multiple duties of store owners and employees alike would 
create an undue hardship just to keep abreast of rules and regulations 
tocomply with the Fair Labor Standards Act. 

Wage-hour interpretation bulletin, part 778, dealing with overtime 
requirements and loan lists some 90 topics with which a hardware 
dealer would have to be familiar te comply with the regulations. 

Hardware dealers have no controller or legal advisers on their pay- 
rol]. Complying with necessary detailed recordkeeping would be ex- 
tremely if not practically impossible. 

Supposedly H.R. 4488 sachaden our type of stores with the $500,000 
exemption. This poses some inequities, especially the part pertaining 
to coverage of any enterprise having annual sales in excess of $50,000 
to industrial or commercial customers. 

We have some stores that do over $500,000. Many own more than 
one store. Retail sales are made to painters, building contractors, 
schools, city and county government users, and to other business 
establishments. 

A hardware dealer never makes inquiry of his customer as to what 
business he is in when he is making a sale. 

It is conceivable that $150,000 volume store could be covered because 
of sales to contractors and others while a $300,000 store in the same 
community would not be covered. 

Another part of the proposed bill pertains to merchandise coming 
to the retail store. Wholesale suppliers are not necessarily domiciled 
inthe State where the dealer does business. 

That is particularly true in your State of Georgia. 

It would not take long to hanle $50,000 worth of goods coming to 
the retail store from out of State. 

If this interpretation can be applied. I doubt very much if many 
hardware stores would maintain their exempt status even though the 
total exemption figure is recorded at $500,000. 

Mr. Lanprum. Now, you testified to that, Mr. Mueller, without 
regard to paragraph 7 on page 5; is that right? 

Mr. Muetier. Yes, sir, or paragraph 6 or 7. 

Mr. Roosevetr. You are covering both now ? 

Mr. Muetier. I am covering both. Iam covering the $50,000 where 
you refer to contractors, commercial users, and so forth. We just 
don’t make inquiry of the customer. 

If the guy is a painter, he is a contractor, whatever he may be, we 
will sell him the goods he wants to buy. 

Mr. Lanprum. Now, is it not true that most of the hardware man- 

ufacturers are concentrated in the eastern part of the United States, 
in the northeastern part of the United States at that ? 
_ Mr. Muetter. There is a heavy concentration—let me broaden this 
Interpretation of the hardware man. He now sells pots, pans, pyro- 
ceram, a lot of things besides what you might think of as builders’ 
hardware tools, bolts and nuts. 

Now, the heavy concentration to which you refer would be in the 
builders’ hardware and tool end of the business. 
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I don’t have the figures before me, but it would be less than 20 per. 
cent of the dealers total sales today in that type of goods. 

Now, your steel goods manufacturers, your garden tools and so 
forth, they are all located in the Midwest. 

Your housewares people would be primarily the Midwest with quite 
a number of manufacturers now on the west coast, particularly in high 
style houseware type of merchandise. 

That is coming in from the west coast, but the wholesalers to whom 
I refer—now, your State of Illinois, for instance, would be served by 
approximately 40 wholesalers, of which maybe 15 or 20 are domiciled 
in the State, itself. 

Merchandise comes up from St. Louis, merchandise comes over from 
Cleveland, merchandise comes down from Milwaukee, and so forth, in 
the State of Illinois. 

Now, the dealers receiving these goods from their wholesale sup- 
pliers, it would be no problem at all to receive $50,000 worth of mer- 
chandise from that type of supplier, which means then that that 
dealer would be covered under this bill at $50,000 because our inven- 
tory is at $43,000 and to do $126,000 worth of sales, we must have at 
least a two-times turnover of the merchandise that is procured during 
the year. 

Mr. Puctnsxr. Do you have any suggestion on any changes you 
would like to see made in this particular paragraph 7 on page 5? 

Mr. Mvetirr. Not changes; basically the whole situation concerns 
us. The whole situation concerns us because we consider ourselves a 
retail local business and whether it is $500,000 or $750,000, or what- 
ever the amount may be, it would be just a matter of time until it is 
100,000, 50,000, 35,000, until it is everybody. 

Plus the fact that we still have the same labor markets, the same 
labor pool, if you please, to draw our people into our stores. We 
still have to give the same as the big fellow so to speak, to get our 
people into our stores. 

So it would have an effect there, too. 

So, irrespective of the position, sure, we are sensitive to this $50,- 
000 in both areas, the $50,000 where a man receives goods, that would 
cover all of us. 

There would be very few of our stores that would be exempt with 
that. 

Then the $50,000 pertaining to whom we sell merchandise, particu- 
larly in the heavier city areas. 

Let us say we would do more business with tradesmen, contractors, 
and so forth. It would be very easy for those stores to accumulate 
$50,000 worth of such sales. So both those areas are tremendously 
critica] to us. 

Mr. Roosevetr. On that point, it is true you would not inquire of 
a customer whether he was a commercial customer, or not, but if you 
had a volume of any size you would quickly know whether the cus- 
tomer was a eommercial customer, or whether a retail customer. 

Mr. Murtier. Not necessarily. Let me give you a quick concrete 
example. shee 

We will say that a municipality buys all of their bundles of round- 
point shovels, wheelbarrows and so forth, from a larger supplier than 
a hardware dealer. It buys it at a price from somewhere else. 
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Maybe a wholesaler, maybe direct from the manufacturer. Then 
that same manufacturer as those shovels wear out will pick up five or 
six from a hardware dealer. 

We usually don’t get that basic quantity. 

Now, the contractor, there is another type of situation where a man 
dashes in going to a job at 7:30 in the morning, they need two shovels. 
They need a rake, they need this, it may not even be charged to the 
contractor, it may be picked up by the employee of the contractor at 
the time and a cash transaction would be made. That is not unusual. 

Paint is another item that is picked up directly. So that unless 
you made an interrogation of the customer whom you are trying to 
sell to, I don’t know how we would define those sales versus your 
coming in in some clothes other than the way you are attired right 
now and buying some merchandise. 

Mr. Roosevett. But on the other hand, if somebody comes in and 
gives you a $250 order, you are not going to have too much difficulty 
knowing whether that is for wholesale service or retail services. 

Mr. Muetier. Not if it is charged it would not be difficult. 

Mr. Roosrvett. I think you have a valid point here in what you 
have said; I think it deserves, therefore, consideration for redoing. 

I think that the basic thing, of course, that is aimed at is where 
the larger part of a business is really not a retail business, but is to 
commercial customers. 

I would agree with you. I think as it is presently drawn it does 
need further consideration, but I could not think it is impossible, and 
I hope you will agree that it would not be impossible to find a formula 
whereby you could at least segregate those which were obviously com- 
mercial services as against noncommercial services. 

Mr. Mvuetter. Except one point: If we did separate, at what point 
do we discontinue selling to that class of trade? 

Let me say we have built our sales to $49,750 in that kind of business 
and the hardware dealer does not want to come under wage-hour. 
Does he then stop selling to that type of customer because another 
$250 worth of such sales puts him under. 

Mr. Roosevett. That is a question of cutoff point. He has to make 
the decision as to whether he wants to get into that class, or not. 

That is entirely up to him. If you want to argue that the cutoff 
point of $50,000 is not high enough—— 

Mr. Muetter. I want to argue on the overall basic principle. That 
is the point I would like to pursue. 

Mr. Roosevett. I understand your basic philosophy. We are not 
in any way interested in the kind of business you have described. 

In one way or another we will make awfully sure we do not actually 
cover it. I can only disagree with you on your argument, that event- 
ually this means that we will get down to the $50,000 volume class. 
That is your opinion and you are certainly entitled to it. 

Mr. Mvetuer. I have more historical patterns as to what Govern- 
ment has done to support my feeling than perhaps you have. I can 
think of unemployment compensation. I can think of each of these 
encroachments where it starts at this size and now we are down to one. 

Mr. Roosrvett. Do you think unemployment compensation—— 

Mr. Muetirr. I am not going to pursue that point other than it 
is an expression of: Where does it begin and where does it stop? 
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Mr. Roosrveir. Only when it is proven that it is proper for us to 
do so and then there is no hardship. It then goes down the line and, 
in my opinion, very properly. 

On the other hand, I think I can cite to you at times a good many 
other instances, and I can write you a letter, where it has not gone 
— the line because it was obviously not proper for it to go down 

e line. 

The thing you mentioned—unemployment compensation—I could 
not disagree with you more. I think it has gone down the line and 
very properly. SoI will write you that letter. 

Mr. Mve.ter. I would like to have it. 

I would like to conclude, Mr. Chairman. 

Today, the same reasons that led Congress in 1938 to exempt re- 
tailing from the Fair Labor Standards Act controls are still valid. 
When the Fair Labor Standards Act was enacted in 1938 it included 
a retail exemption from the minimum wage and hour provisions. 

The Congress recognized that retailing was primarily local in 
character and not susceptible to controls designed for national appli- 
cation without regard to very unlocal problems. 

Also, it was recognized that the retail industry could not limit hours 
of work through industrial assembly line techniques and that retail 
service to consumers would require varying hours of work depending 
on local conditions. 

In the next 10 years the exemption was gradually whittled away 
by administrative interpretations. 

In amending the act in 1949, Congress recognized the need for 
exemption and adopted clarifying language to prevent coverage by 
administrative regulations. 

In the retail hardware trade the need for exemption today is exact- 
ly the same as existed in 1938 and 1949. Wage scales and hours of 
employment in retail hardware stores should be dictated solely by lo- 
cal conditions and type of person employed and any extension of the 
Fair Labor Standards Act to the retail and service trades wouid be 
harmful to the merchants, their employees and the customers they 
serve. 

The National Retail Hardware Association on behalf of its 23,000 
members in the United States, urges that no such amendment be 
proposed or enacted. 

r. Lanprum. Thank you, Mr. Mueller. 

Mr. Roosevelt, do you have any further questions ? 

Mr. Roosevetr. I have no further questions. 

Mr, Puctnsxi. Mr. Mueller, I want to congratulate you on your 
statement today. You have made a magnificent plea for the small 
hardware store owner in this country. 

I am very disturbed that the small hardware store dealer is dis- 
appearing very rapidly. I think that this fellow has made a greater 
contribution to this country than anybody else. 

For instance, he taught me how to use the hammer. In those days 
you could get the kind of personal service which you cannot get to- 
day in the big department store or big chainstore which has a hard- 
ware section in it. 

I am happy you pointed one thing out: In 1938, 22 years ago, when 
retail was properly excluded from the Fair Labor Standards Act, 
you did have all over America the small businessman. 
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You know what has happened to the small businessman. He has 
been driven out of business by 3 percent of the big operators that this 
legislation would cover. 

This legislation is primarily designed to cover 3 percent of the big 
operators who are slowly strangling the little businessman, _ 

On the basis of your figures, it appears to me that practically the 
majority of your members would be excluded from this 4488, and 
if the thing goes up to a million dollars or $750,000, even more so. 

I think you have made a good point on this article 7. I think the 
author of the bill has already indicated to you that that particular 
provision has to be restudied. 

But I feel that we have to recognize that in the 22 years we have 
gone through this sort of commercial revolution in retailing in 
America. While quite properly they were excluded 22 years ago, 
today we have to give some consideration if we are going to preserve 
this type of personal service at the local community level. 

I think this is what this legislation is all about. Now, if I am 
wrong, I wish you would tell me. 

Mr. Muetier. I don’t see where this legislation is going to preserve 
this hardware dealer or dealers of that size. 

Mr. Puctnsk1. To this extent, it is going to make the big chain 
operator, who is gradually driving this little fellow out—it is going 
to make him pay a salary to his employees which will eliminate the 
economic advantages that he has today by virtue of his mass sales. 

Because, through these big corporations, through these big chains, 
they are able to pay in certain communities—they pay prevailing 
wages, but in other areas of the country they pay much lower wages. 

It is by the saving they make in other parts of the country that 
they are able to compete effectively against a small dealer and drive 
him out of business. 

Mr. Mvetier. Except that our stores—we are in 10,278 commu- 
nities, and in your own State the towns under 25,000 population are 
where 81 percent of our members are located. 

Now, what chain effect are we having against this independent 
hardware dealer able to compete in those kinds of communities? Do 
you follow my thought there? 

If we were next door, one to the other—let us take a large syndi- 
cated chain that handles a lot of hard goods; they are in 711 com- 
munities, I believe, with 726 stores. 

We are in 10,278 communities. I would hate to bargain protection 
for the stores that are in 711 communities versus what we would 
sacrifice in 9,000-some other communities. 

Mr. Puctnski. What are you sacrificing under this act, Mr. 
Mueller? 

Mr. Mvetter. Regulation. 

Mr. Pucrnskt. You are not even covered. 

Mr. Muetier. We are presently. 

Mr. Puctnsx1. If your figure of $126,000 average sales is correct, 
and I presume it is 

Mr. Muetier. Right. 

Mr. Puctnsxt. The overwhelming majority of your members would 
not even come close to being covered by this legislation, assuming we 
correct this one article that you are concerned about. 
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Mr. Mvexzer. I am concerned about two articles in there. I am 
concerned about the $50,000 worth of goods received in our store from 
across State lines and I am concerned about $50,000 worth of goods 
where we have interpreted the kind of customer to whom we are 
selling goods. 

Mr. Pucrnsxt. I think here you have made a very significant con- 
tribution this morning. 

I think the committee is very anxious to take this thing into con- 
sideration because I think you did raise a very good point. 

But if that language can be corrected to define this thing more 
closely, then you are not going to be affected. 

The fellow who is going to be affected is the one who is driving the 
little guy out of business. 

My big concern on this committee, unless I am very wrong, and 
if I am I wish somebody would show me, my concern is to protect that 
little businessman because this is the guy who is the backbone of 
America. When we lose him, we have lost everything. 

Mr. Mveier. I think in the broader sense, however, the overall 
regulatory climate that would be created with such wage-hour legis- 
lation will inevitably affect the overall retail climate regardless of 
the size of the retail operation. It ultimately must. 

Mr. Puctnsxr. Except if we were to proceed on that assumption, 
then we might as well stop Government completely. This is why 
you have Congress; this is why we have people like you coming before 
Congress, to caution against these things. 

We are trying to perm a system here which is going to give some 
sort of semblance of justice to these people in the retail industry. 

I think this legislation takes into account your particular problem. 
I think you have made a great contribution to the committee this 
morning. 

Mr. Muetier. Thank you. 

Mr. Lanprum. Mr. Mueller, there is one question which I have and 
then we will move on to other witnesses. 

We have evidence before the committee to show that a great volume 
of the goods now being retailed by hardware merchants is manu- 
rid ae in foreign markets. Is that true about some of the hard 
goods that are retailed ? 

Mr. Mvettirr. I would qualify the word great in this instance, 
because the word great to me would be majority beyond 50 percent. 
It is not the significant. 

In the heavy wire products it is, but heavy wire products mean 
fencing, nails, and the heavy goods. The import there is tremendous. 

Mr. Lanprum. And it does constitute a majority now; is that right! 

Mr. Mvetier. If we put ourselves on just those lines of products. 

Mr. Lanprum. I mean the majority of that line of products? 

Mr. Mvuetter. I would say so; yes, sir. 

There is also a significant development in cutting tools, wire cutters 
and mechanics tools of that type, in steel goods, that would be your 
shovels and so forth. There is quite a development in that direction. 

There is a very strong development in import bicycles which is an- 
other product handled. 

Mr. Lanprum. To what do you attribute that development, pri- 
marily ? 
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Mr. Muetuer. In the wire products I believe there were two things, 
price primarily, and, secondly, the steel situation accentuated it, let 
us say. 

There were some wholesale distributors who may have been holdouts 
and who would have stayed with the American manufacturer of goods, 
but because of the lack of supply during the steel strike, they moved 
in on imported heavy wire products, liked the prices, and have con- 
tinued to handle them. 

So you have had two contributions, but if you wanted one quick 
answer, I would say prices. 

Mr. Lanprum. Do you know whether there is any serious unem- 
ployment in the United States today in the companies that concentrate 
on the manufacture of heavy wire products such as nails and fencing ? 

Mr. Muetier. That I cannot answer. I would like to answer it 
specifically and I cannot. 

Mr. Lanprum. Do you have any information regarding the Atlan- 
tic Steel, for example? 

Mr. Mvetuer. No, sir. 

Mr. Lanprum. Would you say that the wages at which these prod- 
ucts are manufactured in foreign countries have something to do with 
the great volume of imports ? 

Mr. Muetier. I would say decidedly so. Iam an American enough 
to believe that our technology and know-how on the fabrication of 
raw material to finished product is practically second to none. 

So there must be some contributing factor that permits the shipping 
of heavy products such as that, which is a tremendous tonnage factor, 
to break open points and then get on to rail cars and go to all sections 
of the United States, there must be something that would be other 
than technology that permits distribution of such product at the prices 
at which they are being sold. 

Mr. Lanprum. Thank you, Mr. Mueller. 

Mr. Muetier. Thank you very much for this opportunity. 

Mr. Lanprum. Now, the next witness is the Hotel and Restaurant 
Employees and Bartenders Union represented by Mr. Frederick B. 
Sweet. 


STATEMENT OF FREDERICK B. SWEET, EDITOR AND DIRECTOR OF 
PUBLIC RELATIONS, HOTEL AND RESTAURANT EMPLOYEES AND 
BARTENDERS INTERNATIONAL UNION (AFL-CIO) 


Mr. Sweer. My name is Frederick B. Sweet. I reside in Cincin- 
nati, Ohio, where I am employed as an editor and director of public 
relations by the Hotel & Restaurant Employees and Bartenders In- 
ternational Union (AFL-CIO). With 450,000 men and women in 
our ranks we are the largest of the service trades unions, and the only 
labor organization concerned solely with wages and working condi- 
tions in the hotel and restaurant ret rterve 

I have been instructed by General President Ed. S. Miller, who is 
unable to be with you today, to bring before you our views on H.R. 
4488’s proposals to amend the Fair Labor Standards Act in two im- 
portant respects: First, to broaden the act’s reach to embrace several 
million workers not yet enjoying its protection; and, second, to in- 
crease the statutory minimum rate for covered industries to $1.25 an 
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hour. We favor both proposals, and may I add that we are grateful 
for this opportunity once again to lodge with a committee of the 
Congress this petition for redress of a long-standing grievance. 

Before giving you what we believe to be compelling and persuasive 
reasons why the Congress can ill afford to delay again granting our 
petition, I should like to point out that we speak today not only for 
the organized men and women in the public feeding and lodging in- 
dustry, but for the unorganized as well. The organized have, at least, 
access to the bargaining table, where slowly, step by step, some of the 
worse inequities have been corrected. Some, as our table 1 discloses, 
have gained better than the present $1l-an-hour rate without bank- 
rupting their employers. But the great majority in our industry, 
both in and out of our union, are like Thursday’s child—they have far 
to go. And the unorganized have only the thin illusion of such mini- 
mum wage coverage as State laws afford. 

Our international union has lately taken up a slogan. That slogan 
is a goal: “Parity for the service worker.” We picked that target 
yartly in self-interest, but it is an enlightened self-interest because 
it is profoundly patriotic. It’s patriotism lies in recognition of a 
little-known but immensely important statistical switch which turned 
up down in the Bureau of Labor Statistics late in July of 1957. 

At that moment, for the first time in the history of the Republic, 
there began to be more people employed at providing services in our 
economy than were employed at producing goods. That moment ar- 
rived because machines were doing the producing, not men, and the 
gap between production workers and service workers has widened 
steadily ever since. It will continue to widen, and this is why our cry 
for parity for the service worker in the economy is a patriotic plea. 

For from that July moment in 1957 those who earn the highest 
wages in the U.S. labor force are becoming fewer, and those who earn 
the least. are becoming more numerous. We are moving, probably 
rapidly, toward a time when our consumer economy, utterly dependent 
upon rising sales curves in a mass market system, will find itself 
dependent, not upon the $3-an-hour steelworker or coal miner or auto 
worker, but upon the $1-an-hour clerk, or secretary, or hotel maid. 

It takes no imagination to interpret that statistical switch in terms 
of depressed communities, ghost towns, silent factories, and the fur- 
rowed brows of some of the same businessmen who have been parading 
before you in recent weeks asking that you hold the line, or pass the 
buck to the next Congress, or the next. We predict that unless this 
Congress moves to raise the minimum wage rate, and to broaden thie 
act’s base to embrace millions more, those same businessmen will one 
day be demanding an even higher Federal minimum in order to keep 
their cash registers jingling. 

Mr. Lanprum. Would you yield there? I don’t want to argue but 
I just want to ask a question. Mr. Pucinski has been endeavoring to 
get enlightenment to see whether he is right or wrong. I want to see 
whether I am right or wrong. If we accept this statement which 
you have made here, and I assume you have offered it in all sincerity, 
or you would not have made it, if we accept that at its face value, what 
are we fighting a dollar and a quarter for ? 

Mr. Sweet. I think you can make an excellent case for $2 an hour, 
Mr. Congressman. 
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Mr. Lanprum. Why don’t we just say $5 ? 

Mr. Sweer. We are living in a real world, Mr. Congressman. 

Mr. Lanprum. If this statement is true, I would like to know w hy 
we are wasting our time. Why don’t we go ahead and make it $2.25 
or $3.25 ? 

Mr. Sweer. Mr. Landrum, the history of the development of the 
Wage-Hour Act, beginning with 40 cents and now standing at a 
dollar an hour, has been a 22-year history of a slow, patient, pains- 
taking advance. 

Mr. Lanprum. I believe the gentleman and I have approximately 
the same understanding why it has been necessary to reach that grad- 
ually and how it has been done without anything except obvious 
benefits to our economy. 

Mr. Sweet. That isa very encouraging statement, Mr. Congressman. 

Mr. Lanprum. Now, with all of the testimony that is confronting 
us about what an increase in wages will do, I think none of us are 
concerned, Mr. Sweet, with what the raise from a dollar to a dollar 
and a quarter will do if received only by those who are now making 
a dollar. I don’t think any of us would be disturbed to a great extent 
over what that would do. But when we tell this fellow that we are 
going to increase his purchasing power by giving him 25 percent more 
wages, and then we slip behind him and increase other wages an 
according amount, and it is inevitable, you know it will take place, it 
is bound to, that is part of the plan, we are just going in a cycle 
coming back—now, are we really kidding him and giving him some- 
thing and taking it away, or if we mean it, if that is correct, then 
let us stop fiddling along here with a dollar and a quarter, let us put 
it all on the blanket and roll. 

Mr. Sweer. Mr. Landrum, if it would make you feel any better 
for me to come here and ask for a $5-an-hour minimum wage, I will be 
glad to come here to do it, but it is a very unrealistic thing to do. 

Mr. Lanprum. It won’t make me feel a bit better or worse, Mr. 
Sweet. But I cannot understand how such a statement as you have 
just made can be made without also accepting the truth of the state- 
ment that it be just as well, and just as harmless to our economy to 
goto some other higher and greater figure. 

Now, Mr. Pucinski has been wanting to get straight. I want you 
to get me straight. 

Mr. Sweer. I assume that this question you have raised is not 
given to me in the spirit of levity at all. 

Mr. Lanprum. Not at all. 

Mr. Sweet. You are quite earnest about this. 

Mr. Lanprum. Yes. 

Mr. Sweet. Let me be equally earnest in replying to the question. 
Ihave raised this conclusion that we will be in trouble in the economy 
unless something is done, going one step further to a dollar and a 
quarter because there is a dec ‘lining number of people who are earning 
$2.50 or $3 or $3.50 an hour as a result of collective bargaining. We 
see this in the declining employment figures in coal, in steel, i in auto- 
mobiles, inrubber. Iamsure Mr. Ayres s understands there is declining 
employment in rubber. And in glass and other mass production 
industries. I am only arguing that something needs to be done to 
try to close to some extent the gap which now prevails between the low 
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wage standards in the hotel and restaurant industries and some others, 
and the higher wage standards in other industries in order to sustain 
this consumer economy of ours. That is the whole point. 

Mr. Lanprum. I accept that and say this. Do you believe in a 
wage differential within an industry? Do you subscribe to that 
principle ¢ 

Mr. Sweet. I don’t know that that is a matter of belief in the sense 
that one believes in 

Mr. Lanprum. Do you think it is necessary ? 

Mr. Sweer. I think it is inevitable because there are varieties of 
skills and so on. 

Mr. Lanprum. I don’t like to be persistent, but you say you think 
it is inevitable. Do you think it is essential, do you think it is neces- 
sary? Let us just restrict it to your industry, your hotel and bar- 
tenders and restaurant workers. 

Mr. Sweer. In our industry, Mr. Congressman, as our table 1 shows 
in San Francisco a waiter is paid $1.31 an hour. These are last year’s 
contract rates. In Pittsburgh he is paid 87 cents an hour. In Wash- 
ington he is paid 74 cents an hour. A dishwasher in San Francisco, 
1959, was being paid $1.54 an hour. In Cincinnati, my hometown, he 
was being paid 96 cents. Now, this is because we live in a country 
which is governed among other things by the law of uneven develop- 
ment. In our industry there is no such thing as national bargaining. 
It may come someday, but we have not evolved to that point. 

I would guess it will be another 40 or 50 years before we do because 
of the nature of the hotel and restaurant industry. 

So that these differentials are inevitable. We certainly don’t come 
to you and ask that the Congress by legislative fiat fix a single wage 
to be paid to all workers in all categories in all parts of the United 
States. This is evident in the fact that we don’t come to you and 
ask that every employer of no mater how many employees be embraced 
by this act. 

Mr. Lanprum. Let us get back to the wage differential, you say 
that your waiter in California is paid $1.31 per hour by contract. 
Is that correct ? 

Mr. Sweer. That is correct. 

Mr. Lanprum. Your dishwasher in California is paid what? 

Mr. Sweet. I think it is $1.53. 

Mr. Lanprum. In the first place, the thing we have to take into 
consideration when we think about raising the minimum wage or 
extending the coverage, which is the principal thing you are concerned 
about, not raising the minimum wage, if we extend this coverage to 
cover the workers whom you so ably represent here this morning, 
this waiter earning $1.31 is now making 31 cents above the minimum, 
is that right? 

Mr. Sweer. That is correct. 

Mr. Lanprum. Now, your dishwasher in California is making how 
much ? ’ 

Mr. Sweet. 53 cents. 

Mr. Lanprum. 53 cents above the minimum. Now, suppose we ex- 
tend the coverage and your waiter making presently 31 percent more 
than the minimum, how much are you going to ask for in the next 
contract for him? 
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Mr. Sweer. Literally, Mr. Congressman, I can’t answer that ques- 
tion because these decisions are not paid by somebody sitting in Cin- 
cinnati. They are paid by the people out there in San Francisco. 
But let us assume they would go in and ask for another dime an 
hour for that waiter. 

Mr. Lanprum. All right. How much would you ask for for the 
dishwasher ? 

Mr. Sweer. I suppose they would ask for 12 cents, say. 

Mr. Lanprum. Then the dishwasher is restricted. If they ask for 
12 cents he would be making $1.65 according to those figures or ap- 
proximately that. But your waiter, while by contract and wage is 
restricted to the $1.41, if he gets 10 cents more by contract, he con- 
tinues to make a substantial amount, we assume, on tips, which is 
denied to the dishwasher. Now, how are we going to equalize a 
wage structure between the dishwasher in the kitchen and the waiter 
out front? 

Mr. Sweet. I have not come before you to ask you to do that, Mr. 
Congressman. I have made no such request at all. 

Mr. Lanprum. I understood the burden of your testimony to be to 
equalize these differences that exist in the service industries. 

Mr. Sweer. At no point this morning, Mr. Congressman, have I 
asked you to equalize. You asked me if I thought it was possible. 
My reply was that it is inevitable in this economy because of the law 
of uneven development that there will be variations from place to 
place, from job to job. There is no such thing as one wage scale in 
any industry. 

Mr. Lanprum. Now, we have used an example which is not par- 
ticularly good for thinking. I am not saying for argument—for 
thinking in this field—this is what we have to try to do. Let us 
come over to Washington and take these same people. 

The waiter you say ‘is making 70 cents. 

Mr. Sweer. 74 cents I think the figure is. 

Mr. Lanprum. Someone told us the other day 55 cents. 

Mr. Sweer. Well, there may be some people getting 55 cents. This 
is the rate from the hotel contract in Washington. 

Mr. Lanprum. Let us take your figure of 74 cents an hour. Now, 
we have some figures somewhere telling us that the waiters in the 
Washington area make from $8 to $20 a day in tips. Those are the 
two extremes, the minimum and maximum on the average. I don't 
know whether that is true or not, 

Mr. Sweer. I don’t think anybody knows. 

Mr. Lanprum. I agree with you. Let us take the dishwasher i 
the Washington area. 

Mr. Sweet. $1.09. 

Mr. Lanprum. Now, we would extend the coverage to your indus- 
try and increase the minimum to the maximum asked in the bill, which 
is a dollar and a quarter. We would be giving the dishw asher, not 
percentage now, but in cents we would be giving him 16 cents an hour 
increase, and we would be giving the waiter 51 cents an hour increase, 
and still leaving the waiter, although giving him a 51 cents a hour 
increase, still leaving him with that intangible income of the type, to 
which the dishwasher has no access, how are we going to offset such 
an inequity as that when we start trying to legislate a minimum wage ? 
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Mr. Sweer. One way to do it, Mr. Congressman, is to follow the 
legislature of the State of Washington, which a year ago adopted a 
State minimum wage law containing a statutory minimum wage, 
and leaving aside entirely all consideration of tips, uniforms, meals, 
lodging, and so forth. Their approach was that in the State of Wash- 
ington every worker is entitled to a dollar an hour for a 40-hour 
week regardless of any extras that he might get in the course of his 
employment. 

We think this is a sound position. We think that America needs 
that kind of floor upon which to erect an American standard of 
living. We grow very impatient as a matter of fact with the frequent 
references to the problem of tips as one beclouding this question. You 
used the word “intangible” to describe that income. We think a much 
more accurate adjective to describe the word “tip” income is erratic, 
and nothing at all upon which to base stable family life. In my 
statement I have touched on this question of tips. 

Mr. Pvctnskr. Before you proceed on that point I want to get 
one thing straight. In your previous testimony here you were not sug- 
gesting that adoption of this legislation would ipso facto automati- 
cally induce your particular union to seek automatic wage increases 
for your workers? 

Mr. Sweer. No. 

Mr. Pucrnsxt. The question was asked here whether or not if this 
went into effect whether you would ask for another 10 cents an hour. 

Mr. Sweer. That is correct and I am glad you pointed that out, 
Congressman. I don’t think it automatically will follow from the 
adoption of this legislation that any union will automatically go out 
and demand something else on top of the dollar and a quarter if the 
Lord and the Congress in their joint wisdom give us a dollar and a 
quarter. But there is at work, and has been for many years in the 
economy a tendency as productivity rises, for wages to rise. 
Wages are higher today than they were last year, they were higher 
last year than they were the year before. This is a natural process of 
economic growth and change, but I don’t think it follows at all that 
the adoption of this pending bill would automatically set loose, turn 
loose a rash of collective bargaining. 

As a matter of fact, I would suppose that this would meet our needs 
in many situations for some time. 

Mr. Puctnskt. This question has been raised repeatedly, that as 
the various spokesmen for labor groups come here pleading for this 
legislation, the suggestion has been made repeatedly that they are 
doing this only because this would give them some magic formula or 
magic power for negotiating improved contracts for themselves. It is 
significant that every single spokesman who has sat in that chair 
throughout the hearings that I have attended at least has very 
vehemently and categorically denied this. I am very happy to hear 
you take the same position. 

There apparently is no correlation between the passage of this legis- 
lation setting up minimum standards and whatever contracts the 
labor movement negotiates in its own industry. 

Mr. Lanprum. Now, Mr. Sweet, I will ask you one further question 
before we proceed. 
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We are receiving a considerable amount of correspondence from 
yeople in the food and drink business that you represent saying that 
if this coverage is extended and the minimum increased, but primarily 
saying if the coverage is extended to bring them up, that they will 
have to increase the price of their menus or the products that they 
are dispensing. 

One I recall particularly—I am going to use his figures, I think they 
are correct—told me that if the coverage was extended he would be 
required to raise the price of his menus 28 percent in order to break 
even, provided he kept his present volume; and that he was afraid 
if he raised the price of his menus 28 percent that many of the business- 
men who are now eating lunch with him at a price of a dollar and get- 
ting by with a dollar and 3 cents sales tax, and the other 21 or 22 cents 
going for the tip, making it a dollar and a quarter, that if he raised 
his price over to $1.28 for the meal and put the sales tax on top of 
that, that finally he will find the businessman bringing his lunch to 
oflice with him, or going home to lunch. 

Now is it your feeling that any extension of coverage and any 
corresponding increase in the wages, either or both, will be passed on 
to the consumer or will it be absorbed by the majority of the opera- 
tions? 

Mr. Sweer. Again, Mr. Landrum, I will say we are living in a real 
world and in the real world in which we live we know that the con- 
sumer will inevitably absorb much of the added cost of operation. 
We are saying this. We think that is it high time that the employer 
and his customers bore some of the cost of wages in this industry 
instead of taking it out of the banks of people who are earning far 
less than a dollar an hour. 

It is high time. Mr. Landrum, there are people in this industry who 
are getting wages under union contracts of 60 and 65 and 70 cents an 
hour. These are people with husbands and wives and children to 
feed and rent to pay. 

Mr. Lanprem. Is that an indication that the business would not 
justify any higher wage ? 

Mr. Sweet. I think not. 

Mr. Lanprum. What is it an indication of ? 

Mr. Sweet. It will have to be acknowledged—— 

Mr. Lanprum. If it is not an indication that the business would not 
justify a higher wage, why did the union settle for less? 

Mr. Sweer. Mr. Landrum, the pending measure will not cover the 
marginal operator. We are not concerned about the marginal restau- 
rant operator if the man we are talking about is going to have to raise 
his meal from a dollar to $1.28 is a marginal operator. He has noth- 
ing to worry about under the pending legislation. We are deeply 
concerned with the employers of the large number of people in the 
industry like Hilton, Schraft, and others. 

Mr. Puctnsxt. Is it not a fact that where you are getting 60 or 70 
cents an hour that the employer most probably would be excluded 
from this particular legislation because he does not do a half million 
dollar gross annually ? 

Mr. Sweet. I think so. 

Mr. Puctnsxt. You have computed your contract on his ability to 
pay, have you not ¢ 
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Mr. Lanprum. Just a minute, Mr. Pucinski. You just finished with 
a witness who was dealing with two items of $50,000. Would not 
the $50,000 volume figure apply in this incident as well as in the 
hardware incident ? 

Mr. Sweet. My understanding is that the intent of those who 
drafted this legislation, Mr. Roosevelt and whoever assisted him, is 
to reach the hotel and restaurant operation doing a half million dollars 
worth of business. Now if, as the previous witness pointed out to 
Mr. Roosevelt, there are ways in which the language could be clarified 
to make this point crystal clear 

Mr. Lanprum. Do you havea copy of the bill in front of you? 

Mr. Sweet. No, I donot have it, lam sorry. 

Mr. Lanprum. We will get you one. 

On page 5, would it be agreeable—— 

Mr. Roosevetr. Mr. Chairman, I don’t think that is quite a fair 
question of Mr. Sweet. Mr. Sweet is not an attorney. This is a 
legal matter whether or not this particular paragraph would reach 
into what you have in mind. 

Mr. Lanprum. I have no desire whatsoever to be unfair to the 
gentleman. I am trying to get down to the bottom of the thing. 

Mr. Roosrevetr. Let me answer for him. I will say to you, Mr. 
Chairman and Mr. Sweet, I will undertake to review it. If there is 
any possibility it would reach it, it should be clarified and doubly 
clarified. I want to be sure in my own mind about it. I am not ina 
position to say categorically one way or another. The intent is not to 
reach it. 

Mr. Sweet. I would like to add this on this business of the marginal 
operator. 

In any change if it is an increase in the cost of soap or insurance 
or remodeling or whatever the cost item is, such changes inevitably 
bring about a certain kind of business mortality and the restaurant 
business is a business with a high mortality, as anyone who studies 
business mortality figures knows. Now the Congress is not going to 
prevent this from happening. 

Mr. Lanprum. The small operator is an expendable item in this 
economy ; is that right ? 

Mr. Sweet. I think unfortunately that has been true over the years. 
That has apparently been the case. We tend to grow bigger and the 
little ones to die off. 

Mr. Ayres. Along Mr. Roosevelt’s questions, the more the hearings 
go on, Mr. Sweet, the more I am convinced we are going to have quite 
a decision to make on whatever cutoff point is agreed upon. Now, 
you made the statement to Mr. Landrum, and I believe I can quote in 
essence what you said, that you felt that it was high time that the em- 

loyer and the customer shared some of the burden and took it off the 

ack of the low-paid workingman. 

Now aren’t we going to discriminate if we take this burden off the 
back of the man who works for a man who does $500,000, but we say 
to the same employee, the same caliber of employee who happens to be 
employed by someone doing $499,000 worth of business, tough luck? 

Mr. Sweer. This is a question, Mr. Ayres, of course, that we deal with 
all the time, e.g., the National Labor Relations Board set a $500,000 
standard for taking hotel cases. We are constantly up against the 
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hotel owner who says, well, I only do $480,000 worth of business, 
therefore, I am not going to have to come under the Taft-Hartley Act, 
and you can whistle about organizing my people under existing law. 
This is a problem that we have all the time. 

Mr. Ayres. But if we are going to argue that the dishwasher is car- 
rying an undue burden on his back because he cannot do anything 
about dishwashers, and most of them can’t, you know that as well as 
I do, you know the caliber of the dishw: ater, whether it is in the Shera- 
ton Park ora restaurant in Cincinnati 

Mr. Sweer. You are speaking of my many employers, you know. 

Mr. Ayres. You know what Iam talking about. 

Mr. Sweet. Yes. 

Mr. Ayres. Aren’t we going to help the fellow who is a dishwasher 
who works for the small organization? Don’t we owe him something 
if we have an obligation in this field? 

Mr. Sweet. I say “yes,” Mr. Congressman. But I also say that we 
are living in a real world in which we know that we cannot do anything 
to solve the problem that that poor man faces.s But we can go a long 
way toward eliminating the problem for many others by setting w hat 
the Congress in its wisdom decides is a realistic cutoff amount. We 
would far prefer a $100,000 cut off amount. We know this is impossi- 
ble. So wesay to you, give us a $500,000 cutoff amount. 

Mr. Ayres. You know there are far more dishwashers washing 
pots and pans and silverware in restaurants doing less than $500,000 
worth of business than there are in restaurants doing more than that? 

Mr. Sweer. That is absolutely correct. Mr. Ayres, if you could sell 
the Congress 

Mr. Ayres. I am not trying to sell the Congress. I am asking you, 
Tsn’t the Congress discriminating ? 

Mr. Rooseveur. It—of course. the Congress is discriminating in any 
cutoff point. If the gentleman thinks we are discriminating too much, 
will the gentleman let me know how low he wants to go. I will goas 
low as he wants to go. 

Mr. Ayres. I think, Mr. Sweet, you are most sincere in wanting to 
help the dishwasher, but we are helping such a small percentage of 
them. 

Mr. Swerr. As a matter of fact, you are not. There are more peo- 
ple emploved in the big hotels than are emploved in the small hotels. 
The ratio is something like 60 percent of the employees. I am sorry 
that IT cannot give you the figures with precission, but the ratio is 
something like 60 percent. I have some figures in my testimony on a 
later page which we might presently get to. 

Maybe the thing to do would be to proceed to that point because T 
zo to the question of the number of people in the hotel industry, e.., 
who might be touched by the law as drafted by Congressman Roosevelt. 

Mr. Ayres. You are only speaking for restaurant employees who 
work for a restourant within a hotel. 

Mr. Sweet. No, indeed. We are trying our best to represent and 
speak for those employed anywhere in the public catering and lodg- 
ing industry, from lumber camps to hotdog stands. 

Mr. Ayres. I don’t know where you get the figures, but T can’t help 
but feel from just normal observation that there are more small opera- 
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tions, each one having a dishwasher than there are at the Sheraton 
Park Hotel percentagewise. 

Mr. Sweer. You are absolutely correct. If we had the temerity 
to do so, we would ask you please to adopt a minimum wage law which 
would reach the man employed in a tiny place where he gets some wage 
like $25 a week. But we don’t have that much temerity because we 
have some understanding of the capacity of the Congress to do this. 

We are trying to ask you something that we think is more or less 
reasonable, and that we have waited 22 years to get. 

Mr. Ayres. Have you had any luck with the Ohio State Legislature? 

Mr. Sweer. No. You know what the story is in Ohio, Congressman. 
In Ohio the minimum wage for minors and women is 70 cents. That, 
by the way, is not an entirely accurate figure because it varies from 
town to town depending on size. It was fixed in 1956. It was sup- 
ported by a very inadequate enforcement budget and subject to all 
manner of technical challenges in the courts. A most unsafe minimum 
wage law, believe me. 

Mr. Ayres. I have been advised that the current legislature is very 
friendly to your point of view. 

Mr. Sweer. Well, sir, if they are—I must say I don’t know what 
the story is at the present time in the Ohio Legislature on this question. 

Mr. Lanprum. You related that in Ohio the minimum wage was 70 
cents, but it did not represent a true picture because it varied from 
town to town. Is that because of population increase? Do you think 
there is any justification for that? 

Mr. Sweet. No, sir; not when wages are below a dollar an hour. 

Mr. Lanprum. You think it should be the same for all towns / 

Mr. Sweet. In Jasper, Ga., a loaf of bread will cost just what it 
does in Atlanta. 

Mr. Lanprum. I agree with you it costs just as much in Jasper, Ga., 
as in Atlanta but should the minimum wage in Jasper, Ga., be the same 
as in Atlanta ? 

Mr. Sweer. Absolutely, when it touches people earning less than a 
dollar an hour. 

Mr. Lanprum. So you see now justification, moral or otherwise, for 
having a differential between cities based on population ? 

Mr. Sweet. None whatsoever. 

Mr. Lanprum. Now I believe we have one other State that appeared 
here. Was it Pennsylvania? 

Mr. Roosevetr. Pennsylvania. 

Mr. Lanprum. Pennsylvania that shows the differential ? 

Mr. Sweer. The differential applies in many States. In Georgia, 
for example, Mr. Landrum, there is no minimum wage of any kind. 

Mr. Lanprum. I understand that. 

Mr. Sweer. Affecting hotels and restaurants. 

Mr. Lanprum. But we observe the Federal minimum. 

Mr. Sweet. Not in hotels and restaurants, sir. 

Mr. Lanprum. Some of the prices I pay for food down there in- 
dicates otherwise. 

Mr. Roosevetr. That is a good argument. Let us have one down 
there. 

Mr. Sweer. Shall I proceed ? 
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Mr. Lanprum. I am sorry we interrupted your statement, but we 
get into points here that get interesting, Mr. Sweet. You may pro- 
ceed. If we interrupt you too much, throw up your hands and throw 
a cup at us. 

Mr. Sweer. I came all the way from Cincinnati to answer ques- 
tions and make a pitch. 

Mr. Lanprum. You understand no member of the committee is try- 
ing to be antagonistic. We are trying to develop a picture. We 
want to see what the problems are within the proposals of these 
bills and relate it to what you are testifying to. 

Mr. Puctnskt. May I ask one question before you proceed. I think 
you have probably brought up the most important point made before 
this committee to date. You have emphasized the revolutions that we 
have gone through the last 10 years. If my figures are correct, in 
1947, 57 percent of the American labor force was engaged in pro- 
duction and 43 percent in services. In 10 years, according to your 
figures, in 1957 the igure is just exactly reverse. We have now 57 
percent of the labor force engaged in services and only 43 percent 
in production. We know that profit comes only from one thing, 
production. Therefore, I think that your point here that if we are 
going to maintain a normal growth in gross national production, we 
have to start giving some consideration to this service industry which 
has been completely neglected and excluded in 1938, and quite prop- 
erly so. I think that this part of your argument, this part of your 
statement, certainly puts the spotlight on what this is all about, to 
bring in more money into the Nation’s economy by bringing these 
services up to some standard of living. 

Mr. Sweer. Mr. Congressman, that is exactly why we have been 
so bold as to borrow the slogan of parity from the farmer. We think 
the time has come to make a Hs ft in the Congress, and in the 
States, and at the bargaining table to gain parity for the service 
worker in this economy. 

Indeed, it seems to us that this critical reversal in the character of 
the U.S. labor force is the best possible answer to those who see in 
every proposal to improve the minimum wage laws that hardy wretch, 
Old Man Inflation. For without the infusion of a higher minimum 
wage into the pockets of millions now at the bottom of the economic 
ladder, there is likely to stand astride this land the grimmer figure of 
Deflation. 

We say to you, in all gravity: Broaden the coverage and raise 
the rate before it’s too late. Broaden it to embrace as many retail 
and service workers as possible in order to undergird their family 
budgets, and the national economy which rests upon those budgets, 
with the authority of the act. For if you wait much longer, the 
double-standard family budget built into the present statute will one 
day haunt not only the shopping center, but the Treasury and perhaps 
this bill itself. 

So much for the broad importance of bringing the statute into 
harmony with this swiftly changing economy. Let us turn now to 
the principal arguments advanced by our myopic friends in the hotel 
and restaurant associations. Those arguments, in the main, are these: 

(1) Hotels and restaurants are “essentially local” in character, 
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and, therefore, should not be asked to meet Federal standards re- 
quired of enterprises in interstate commerce. 

(2) Hotels and restaurants, moreover, are “smal] businesses” which 
would be either forced to the wall, or would have to discharge many 
workers were they required to meet such standards as H.R. 4488 
proposes. 

(3) Hotels and restaurants employ large numbers of persons who 
would otherwise be public charges, persons who do not earn and 
therefore don’t deserve to be paid $1.25 or even $1 an hour. 

(4) Hotel and restaurant wage patterns ought to be determined by 
State laws, not Federal laws, because of their “essentially local” 
nature. 

(5) Finally, those workers in the industry who receive tips already 
make so much money that coverage under the act would represent 
an undeserved and intolerable windfall. 

These five arguments, with variations, have popped out each year, 
like the cherry blossoms in your park. But, like the cherry blossoms, 
they’re not entirely reliable. 

The hotel and restaurant businesses, alike, have experienced sweep- 
ing changes since the act was written in 1938. Those changes have 
been heralded in a number of ways, and dramatically in recent times. 
Among those ways: 

(1) The U.S. Supreme Court decision in Hotel Employees v. Lee- 
dom. This was a short decision late in 1958 in which the Court 
rapped the knuckles of the National Labor Relations Board, telling 
them they could no longer refuse to process hotel cases. 

That case means this to you who are considering this question: For 
24 years the Board, acknowledging that hotels lay “in commerce,” had 
nevertheless held that they were “essentially local” in character with 
but a negligible impact on commerce. 

This view had been fostered by hotel owners for a most devious 
reason: they hoped, by staving off coverage by the Taft-Hartley Act, 
they would delay as well coverage under the Fair Labor Standards 
Act. But now the Court has spoken. Hotels are subject to Taft- 
Hartley, and the Board’s machinery must turn when hotel cases are 
brought to its attention. The time has come to take the second step 
and require that hotels, and restaurants, too, meet obligations of 
labor standards which other businesses lying in commerce—many 
much smaller than the feeding and lodging y Bin bra ae had to 
meet for 22 years. 

(2) Changing corporate character of the hotel and restaurant busi- 
nesses. This “Jocal” image of the hotel industry has been going for 
them for a long time now. It wasn’t until 1955 that the Clayton- 
Sherman antitrust law was invoked in the industry, and it wasn’t until 
1958 that the NLRB accepted its first hotel case. 

But let us consider a few facts which reflect the truth that hotels 
are indeed big business, big enough to accept their responsibilities to 
the community. 

In the Census of Business for 1958 (see tables 2, 3, and 4, attached) 
it will be discovered that hotels with payrolls—excluding those which 
are strictly family enterprises—number 19,674; that they employ 
404,089 persons, and that they did in that recession year $2,677,874,000 
in business. 
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Only a fraction of those hotels—we estimate about 1,500—would be 
touched by the measure you are considering, since it uses the same 
dollar-volume standard, or cutoff point, adopted by the NLRB, 
$500,000 of business a year. 

But those 1,500 hotels, less than a tenth of hotels with payrolls, will 
employ more than half the personnel, or some 240,000 workers. Of 
these, about 170,000 now earn less than $1.25. 

Another way to understand the size of the hotel industry is to 
examine the growth of corporate concentration. Our table 5 shows 
what has happened to chain operations since 1935. It will be observed 
that hotel chains—groups of three or more houses—grew in number 
from 85, with 680 units all told in 1935, to 179 embracing 1,462 units 
with 338,187 rooms in 1959. 

The figures for Hilton and Sheraton draw the point even more 
sharply (see tables 6-A and 6-B). From 9 hotels with 1,930 rooms 
in 1931, Hilton has grown until last year it included 39 hotels with 
31,140 rooms—almost exactly 10 percent of all chain-operated over- 
night hotel accommodations in the United States. And these figures 
do not include Hilton’s properties beyond our limits, or the Hilton 
inns, or motels, the firm hae of late been building. 

Sheraton, on the other hand, had 8 hotels in 1942, with 2,475 rooms, 
and has today, in the United States alone, 54 with 27,523 rooms. These 
two giants, with about 6 percent of chain hotels between them, com- 
mand 17 percent of chain-operated rooms. 

Mr. Lanprum. Mr. Sweet, could I ask you a question at that point? 
Do you mean to tell us that the Hilton chain and the Sheraton chain 
have increased from these minimum to these maximum numbers by 
new construction, or is it by the merger of existing hotels, hotel rooms 
that existed at the time these statistics were taken ? 

Mr. Sweet. You anticipated my next paragraph, Congressman. 

Mr. Lanprvm. I see. 

Mr. Sweet. Both of these have grown as a result of the acquisition 
of other properties and mergers as well as the construction of new 
properties. 

Mr. Lanprum. The size of these hotel operations is due principally 
to the merger with older existing properties; is that right? 

Mr. Sweet. I would guess there has been more growth through 
merger than new construction, yes, in the last 5 or 10 years, 

Both these corporate innkeepers, like many another big business, 
have grown through mergers and absorptions of competing groups. 
In 1955 Hilton bought the Statler string, and in the same year 
Sheraton absorbed the Eppley group. 

It was Hilton’s purchase of the Statler properties which brought the 
Attorney General of the United States, in 1955, to file a complaint 
under the antitrust laws. The next year the U.S. district court at 
Chicago issued a consent decree ordering Hilton to divest itself of 
certain hotels in New York, hero sc and Los Angeles. 

In his complaint the Attorney General pointed out that modern 
hotel services are “vital to interstate travel” and that Hilton’s opera- 
tions “extend beyond State lines, are conducted on a multistate basis 
and necessitates a regular and extensive use” of mails and other means 
of interstate traffic. 
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This antitrust incident draws attention to the fact that the hotel 
industry has been, since the last time Congress improved the quality of 
the Wage-Hour Act in 1953, experiencing at an increasing rate the 
process of concentration which occurred in the steel industry in the 
1890's, the oil industry somewhat later, in the auto industry in the 
twenties and thirties. Big combinations spring up where smaller 
units had been before. 

Mr. Lanprum. You would want that figure to read “1955” instead 
of “1953,” would you not ? 

Mr. Sweet. I may be in error about that date, sir. Was it 1955? 

Mr. Laxprum. 1956, as a matter of fact, was when the new wage 
increase went into effect, March 1956. 

Mr. Sweer. Yes. 

Two points the American Hotel Association doesn’t bring up on its 
annual excursions to foster here the fiction of industrial midgetry con- 
cerning its members are these: listings on the big board, and the place 
of the credit card in the hotel and restaurant economy. 

The truly “little” business is not likely to have its stock listed in the 
heady company of Big Steel, GM, or Union Pacific. But pick up this 
morning’s Wall Street Journal and you'll find both Hilton and Shera- 
ton equities are being traded every day. 

As for credit cards, I’m sure the members of this committee are well 
aware of the manner in which Hilton’s Carte Blanche, the Diners’ 
Club, American Express, and the hotel association’s own Universal 
Credit Card have mushroomed in the past 5 years, each mute evidence 
to the fact that the hotel business is anything but local in character. 

These, we submit are the trappings of an industry which has long 
since lost, for its major members, the right to the adjectives “small” 
and “local,” an industry long overdue for coverage under the act— 
antitrust suits, mergers, billion-dollar volume, multistate operations, 
big board trading and the ubliquitous credit card. 

Now, what about the argument that to be required to conform to an 
amended act will force hotels out of business, or force them to lay off 
employees ? 

To begin with, the proposed amendments would continue to exclude 
the smaller operations, like the little McKeesport hotel whose owner 
came before you a week or so ago. It would not exclude the properties 
of a company like Mr. Arthur Packard, of Ohio, a principal spokesman 
for the AHA. I think he was here a week or two ago before you. 

Mr. Packard owns six small hotels in Ohio—but their total volume, 
based on association estimates of gross return per room, will fall 
somewhere between $1,500,000 and $3 million per year, depending on 
whether you take their highest estimate or a somewhat lower one. 
Does that sound like the kind of business which would be forced to 
the wall by paying its help $1.25 an hour? 

Furthermore, we are entitled to take with a touch of salt these pleas 
from businessmen who foresee disaster. I would like to interrupt for 
just a moment, Mr. Congressman, and cite a peculiar contradiction in 
Mr. Packard’s testimony a couple of weeks ago. 

Several times in his testimony he said for the hotel industry to 
come under this act would raise wage costs for year-around hotels, 
I guess he was speaking for all hotels, 3314 percent. Yet he said in 
the same testimony that year-around hotels are now paying an average 
hourly earning of $1.21 or a weekly wage of $48.40. Now, 4 cents is by 
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no means 33 percent of $1.21. I don’t know the source of his figures 
but it seems to me he is contradicting himself. It sounds as though 
he is doing a little special pleading with one set of figures and another 
pleading with a different set of figures. 

The record shows that the same plea has been brought to the Con- 
gress every time the minimum rate has been raised since 1938. And 
the most diligent searching of the Department of Labor for a com- 
munity which has suffered in this way has failed to turn up a single 
example. On the contrary, as Mr. Ruttenberg of the AFL-CIO 
Research Department showed you the other day, an Oklahoma study 
revealed that a rise in the minimum rate had the effect of bringing 
about better business through better management in a long list of 
affected industries, more jobs in the community, and a better stand- 
ard of living. 

I believe it was Mr. Packard who advanced a year ago the novel 
argument that for hotels and restaurants to meet such minimum pay 
standards as are here proposed would force employers in the industry 
to discharge employees who would become ptiblic charges because 
they are unemployable by others. 

I think your point a moment ago, Mr. Ayres, was not unlike that. 
That there are some people employed in the kitchens, let us say, or 
housekeeping departments of hotels and restaurants who, because of 
their own inadequacies might not be able to find work in other places. 

One might almost expect hotel and restaurant owners to apply for 
grants from the Community Chest if they are the eleemosynary insti- 
tutions some hotel men would have us believe. I think we need not 
take seriously the notion that hotels and restaurants employ workers 
from whose labor they do not make a profit, or the implication that 
these employers are more altruistic than others. 

But we must take seriously a recent New York Times story explain- 
ing why the New York City Council has asked you to broaden cover- 
age and raise the minimum wage. For the public welfare authorities 
in New York discovered that more than 44 percent of families on 
home relief are receiving public funds to supplement incomes of 
breadwinners in low-wage jobs. The low-paid service worker, or 
other uncovered employee, is a public charge even though he has a job. 

We can assume that a similar situation prevails in scores of other 
urban centers, nor is it surprising in view of the Government’s own 
findings on what it costs a family of four to maintain a minimum stand- 
ard of living. That figure is well over $2 an hour—and we’re asking 
only that the “floor” in Federal law be fixed at $1.25, or $50 a week. 
Our table 1 makes it abundantly clear that in cities most hotel and 
restaurant employees have wages that fall well below that $50 figure. 

Another favorite argument of hotel and restaurant owners is to 
the effect that minimum wages in the industry ought properly be set, 
if they must be set at all, by the States. There is ample constitutional 
authority for the Congress, under the commerce clause, to take full 
charge of fixing minimum wages for all enterprises engaged in any 
form of interstate commerce. In the past the Congress has largely 
abdicated that responsibility for most U.S. workers, abandoning 
some 24 million wage earners to the tender mercies of State agencies. 

Yet there are 22 States (see table 7) which have no minimum rates 
of any kind covering hotels and restaurants, and only 14 where the 
present Federal minimum is matched. In the others, the minimums 

55097—60—pt. 2—17 
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range from 80 cents down to 16 cents—and only 5 of these cover men 
as well as women and minors. 

Congress has, in fact, chosen to make of these 24 million uncovered 
wage earners second-class citizens in a way not only damaging to 
the individuals, but to their communities and to the whole economy. 

We come now to the question of tips. Every time this matter of 
improving the minimum wage law comes up, workers in our industry 
are belabored by a rain of myths about the tip. The argument runs 
that waiters, waitresses, and bellmen make so much on tips that mini- 
mum wage coverage is frivolous and unnecessary. 

We do not deny that some waiters and waitresses receive substantial 
income from tips. By the word “substantial” here I mean a number 
that might be of the magnitude of approximately twice the weekly 
wage. It is substantially relative to the pay, not substantial relative 
to the income, let us say, of a banker or other people in high income 
brackets. 

We do deny that all waiters and waitresses, or even a majority of 
them, share so significantly in this erratic largesse that it provides a 
stable basis for the family budget. 

One spokesman for the National Restaurant Association is on record 
in past hearings with this language: 

* * * waiters and waitresses, personnel hardly to be considered in the mini- 
mum wage category, people with incomes the act was never designed to pro- 
tect * °°, 

He misses the point completely—the act is intended to protect every- 
body’s income, including his own. 

Mr. Lanprum. But it is true that this committee will have to dis- 
regard any income from tips? 

Mr. Sweet. What? 

Mr. Lanprum. It is true that this committee will be compelled to 
disregard this income from tips if we extend the coverage and fix 
the minimum at $1.25; is that right? 

Mr. Sweet. I don’t think it is true that you are compelled to do so 
at all, sir. I think there is a fair chance you will and I regret this, 
but I don’t think you are by any means compelled to do so. 

The State of Washington was not compelled to do so when it set 
up the statutory minimum wage at $1 a year ago. 

Mr. Lanprum. Maybe you and I do not understand each other. 

Mr. Sweer. We understand each other perfectly, sir. You are 
saying to me that the worker who receives a gratuity is receiving 
something that can be called wages and that if the gratuity amounts, 
let us say, to 25 cents an hour, then if he gets 75 cents an hour wages 
he is getting $1 an hour; is that what you are saying ? 

Mr. Lanprum. No, sir; far from that. 

Mr. Sweer. What are you saying? 

Mr. Lanprum. I am not saying anything such as that by any 
stretch of the imagination. 

What I am saying is this: This legislation proposed in H.R. 4488 
and your support of it, is asking us to extend the coverage to res- 
taurant workers and to increase the minimum wage to $1.25. 

Mr. Sweet. Yes. 

Mr. Lanprum. Now, there is no way that we can give any consider- 
ation to a compromise on these people in the waitress or waiter field. 
We have either to extend it to $1.25 and extend the coverage in com- 





Wwe 











—  — oo 


Ss 


any 


1488 


ider- 
field. 





MINIMUM WAGE-HOUR LEGISLATION 741 


plete disregard of any tips they might receive in addition to the 


wage. 

We do not have any way to consider that, do we? 

Mr. Sweer. Mr. Landrum, all you have to do is write a simple 
statute that says everybody ee in an establishment doing so 
much business must get $1.25 an hour. 

Mr. Lanprum. That is all you are asking us to do? 

Mr. Sweet. $1.25 an hour in wages. 

Mr. Lanprum. You are asking us to do it, then, without any regard 
to receipt of 3 

Mr. Sweer. Yes, sir; I am. 

Mr. Lanprum. Then we do understand each other, but I do not 
think we have been. So we do consider these tips when we get ready 
to expand this law and increase the minimum. 

Mr. Sweer. We hope you will be realistic enough not to consider 
tips when you arrive at that point. 

Mr. Roosrvetr. Will the gentleman yield ? 

Mr. Lanprum. Yes. , 

Mr. Roosrevert. However the statement that the committee could 
not do such a thing would be erroneous because the committee could 
do such a thing; it has been done in the other State legislatures. 

Mr. Sweet. That is correct. 

Mr. Roosevett. I am delighted to hear the chairman say he thinks 
we ought not to do it. I hope he will be feeling that way later on. 

Mr. Sweet. I share that hope, Mr. Roosevelt. 

We do deny that all waiters and waitresses, or even a majority of 
them, share so significantly in this erratic largesse that it provides a 
stable basis for this family budget. 

One spokesman for the National Restaurant Association is on rec- 
ord in past hearings with this language: 


* * * waiters and waitresses, personnel hardly to be considered in the mini- 
mum wage category, people with incomes the act was never designed to pro- 


Sect... FF 

He misses the point completely, the act is intended to protect 
everybody’s income, including his own. 

By understanding the entire economy with a foundation. 

The 1950 census shows, in eating and drinking places, 664,000 
persons employed as waiters and waitresses in 325,000 establishments. 
That’s silghtly more than two per house. 

When one considers how many of these workers are to be found in 
large establishments employing, say, 20 or more, it is not difficult to 
ne there are tens of thousands of places employing three or 

our. 

Not even Admiral LeSauvage would suggest that such restaurants 
attract the tipping trade. Yet a substantial percentage of the per- 
sonnel are employed in such places. 

None of us knows how many of what classes of restaurants are in 
any selected list of cities. But we do know there are only 106 cities 
in the United States with populations of 100,000 or more, out of 
1,262 cities of 10,000 or more. 

Will anyone seriously suggest that tips in Marion, Ohio, or Macon, 
Ga., are anything like tips in San Francisco or New York? 

Furthermore, even hotel and restaurant owners, many of whom 
were once waiters themselves, will understand there are dozens of 
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variable factors governing income from tips, enough amply to justify 
the term “erratic” in describing the tip’s dependability as a source of 
family income. Among them, the weather, changes from station to 
station on different days, the shifting calendar of such events as con- 
ventions and public spectacles, seasonal fluctuations affecting business 
and community, the business cycle itself, the customer’s mood, the wide 
variations in operating conditions, menu prices, the quality of cuisine, 
even decor. 

We take the strongest exception to NRA’s plea that an incentive 
system underwritten by the customer, however erratically, somehow 
relieves the employer of meeting toward his employees the minimal 
obligation met by other employers to pay his workers a decent basic 
wage. 

ne spokesman for restaurant interests has said to put the tipped 
worker under the act would represent a windfall, while “other workers 
would get only the $1.25 an hour.” 

I think, Mr. Landrum, that is substantially the point you were 
making when you were talking about the people in San Francisco. 

This is strange logic from an industry which has used the tipped 
worker as an excuse to fight off coverage for everybody, including dish- 
washer and maid. 

But even though H.R. 4488 were in fact to mean a windfall, to the 
waiter, would take this be a valid reason to delay once again coverage 
workers in all departments have been awaiting in vain for years? 

For 22 years employers in our industry have had a free ride so far 
as meeting the act’s requirements are concerned. 

This windfall notion, rather than being a measure of the jolt it 
might mean to some employers today, might better be considered a 
measure of the debt the industry owes to hundreds of thousands de- 
nied coverage for so many years. 

Had restaurant and hotel men not fought coverage in the beginning, 
and at every rise since 1938, they would not now be bewailing this 
long overdue amelioration of the situation with words like “windfall.” 

Were one to take pencil and paper and calculate the cost to family 
budgets of these 22 intransigent years, the figure, and the loss to the 
economy, would be staggering. 

And it’s worth noting in passing that these same employers have 
never asked of Congress immunity from paying administered prices 
for brooms, soap, linens, meats, or insurance, but still they would keep 
their personnel in the bargain basement of this narrowly drawn 
statute, as it stands today. 

Does not plain decency demand of the 86th Congress that it move 
with serious purpose to rewrite the terms adopted 21 years ago? Why 
should a mere definition in the statute, a definition which has long 
since lost the excuse of novelty, be permitted to bar to millions access 
to the act’s protection ? 

Language in H.R. 4488, as the committee knows, does not pro- 
pose a sweeping coverage of every last establishment in the hotel and 
restaurant industry. It specifically exempts the so-called “mom ’n 
pop” place, the family enterprise. 

It exempts, indeed, many thousands more. 

Were it to be adopted, it would embrace a minority of the hotels 
and restaurants in the land, but it would extend the law’s concern to 
somewhat more than half the employees. 








oth  -iiianmia.i> I. 


= ey 


San 








de- 


ng, 
his 


1.” 
ily 
the 


ave 
ices 
eep 
wn 


ove 
Vhy 
ong 
cess 


pro- 
and 
n ‘Nn 


otels 
n to 





MINIMUM WAGE-HOUR LEGISLATION 743 


And, finally, may I say that it’s the family budget that brings us 
here today. If any member of this committee would like to see for 
himself the conditions of life for the families of those in our in- 
dustry drawing the lowest wages, I would like to take him on an 
escorted tour of any town he should choose—Miami, Los Angeles, 
Minneapolis, Boston, Seattle, Akron, Chicago, any place where you 
find hotels and restaurants you will find many living on incomes far 
below even the minimal] budgets for decency set forth in Government 
pamphlets. 

We believe that the national economy itself, no longer able to de- 
pend forever upon the spiraling payrolls of mass-production industry 
to supply the purchasing power, and increasingly dependent upon the 
puny payrolls of the service industries, demands of the 86th Congress 
prompt and effective action in support of H.R. 4488. 

I would like to close with a brief statement of the case for the 
minimum wage as spoken by Mrs. Octavia Sewell, a coffeeshop wait- 
ress in a famous hotel in the Ohio Valley. Mrs. Sewell was on a picket 
line. Her employer asked what she was doing there. Mrs. Sewell 
looked her boss square in the eye and spoke these words, quoted the 
next morning in the paper: 


Mr. Brown— 
she said— 


you’re a rich man and I’m a poor woman. That’s what I am doing out here. 
We're not asking for much. Being colored people we’re used to beans and bread. 
We're not asking for salad. We're not salad-eating folks, All we want is a 
decent wage. And 25 cents an hour ain’t decent. 

I might add that a few weeks after Mrs, Sewell’s simple statement 
of the case for a decent wage, the State courts threw out a State 
minimum wage order which would have raised her pay—not to a 
dollar and a quarter, or even a dollar—but to 55 cents. 

Thank you, gentlemen, and we hope you will report this bill favor- 
ably to your colleagues on the House floor. 

(The tables accompanying the statements follow :) 


TABLE 1.—Hourly wages in hotels, 9 selected cities, 1959 











City Waiter Waitress Bellman Maid Dishwasher 

NO eS a Os $1. 31 $1. 31 $0. 81 $1. 52 $1. 53 
SS EGS er ee oC Se -97 - 95 71 1.10 1,07 
SC Bo eS Pee | - 83 . 83 - 56 1, 04 1.18 
OS RS PE eee 71 -61 50 1.02 . 96 
ERO ats ET RE SCE 1 ER 81 75 57 1.06 1.12 
ei ele ae SS Aaa cts oe nore 81 -81 oe 1,21 1.29 
| SR oT Pe See ee 81 .70 x 1.10 1.14 
TELE MALLE TLE LP .74 61 .49 . 98 1.09 
RS eka Letitia nudes anusledtomeaicd . 87 . 82 42 1, 46 1.44 

















1 Minneapolis hotels have a 3744-hour week. 
? Waiters, waitresses, bellmen, 48 hours; maids, dishwashers work 40 hours 1 week, 48 the next, receive 
equal weekly rates for both. Thus, figures are based on twice weekly rate divided by 88. 


Note.—These are rates established after years of bargaining in these cities. Note that most are below 
the wage-hour minimum, only 7 above the proposed $1.25 minimum. In general, rates of cooks and bar- 
tenders are highest among hourly rated workers in the industry, housekeeping and kitchen helpers next, 
dining room personnel next, and front service (bellmen) workers at the bottom. All except those noted 
above are 40-hour agreements. 

Most hotels covered by contract in these cities will be found to do an annual volume meeting the $500,000 
standard proposed in H.R. 4488. 


Source: Hotel and Restaurant Employees and Bartenders International Union. 
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TABLE 2.—Hotels, motels, tourist courts and camps in the United States, 1958+ 
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All estab- Establish- Hotels with 
Geographical region lishments ments with | Hotels only payroll 
payrolls 
New England..-..........- 5, 487 3, 431 1, 841 1, 509 
Middle Atiantic__.....-.-- 10, 219 6, 371 5, 131 3, 829 
East North Central 13, 048 6, 468 4, 226 3, 081 
tt la a a ala pT i 9, 422 4, 582 3, 588 2, 101 
South Atlantic. .-........-- dda inptisin sine gates 12, 272 7, 472 3, 305 2, 605 
SS SEE See 3, 381 2, 127 881 697 
PE aes cnncanccus ccknccuascancvasca 7, 341 4, 227 2, 221 1, 508 
IR i rs ee awyiini = qapitinscbh ons Risinger 8, 563 4, 569 2, 174 1, 386 
EE cage act peonen a caked cp wagerndecen! 13, 386 6, 664 4, 697 2, 873 
| | 
0” RS Se 83, 119 45,911 | 28, 064 19, 674 





1 Figures include establishments in Alaska and Hawaii. 
Source: Census of Business, 1958. 


TABLE 3.—Employees in hotels, motels, tourist courts and camps in the United 
States, 1958 





Geographical region All establish- 
ments 


Hotels only 











i i ca cdnccndascsantumed 29, 259 | 21, 464 
Cee nn wgainiinneniinsinn eetareis 103, 313 | 93, 902 
EE ee a ee iti dwn abbebdsch wis’ | 82, 097 | 72, 004 
2 ES ea ee eee PORE ROR RE ee | 40, 355 | 33, 532 
South Atlantic. _-....._- pi geen begiedsaemapets scp RE Pe nye tt lal tc 78, 768 | 59, 434 
East South Central.................-..-_.- a ising d> bis BENS SERRE Sh hive 20, 671 | 14, 413 
RS, i te ee a eS aa ieee ise eaill 42, 585 | 31, 637 
hgh 8 I UML RL SSE GLE A OTE 8 33, 105 | 23, 249 
EE cibdd nn cb da ni dereot ebieb ptlnlecanbiileckintohancnadees 66, 459 | 54, 454 

I lt it. cand caeian hcaieven bebieiiia cieee 496, 612 | 404, 089 





Source: Census of Business, 1958. 


TABLE 4.—Receipts: hotels, motels, tourist courts and camps in the United 
States, 1958 


{In thousands of dollars] 

















All estab- Establish- | Hotels with 
Geographical region | lishments ments with | Hotelsonly | payroll 

| payroll 

| 
Ee eneelineoaarehanphginnsen aden 212, 081 199, 285 148, 217 | 145, 917 
NER RE SORTER oop ree = 833, 140 800, 386 716, 132 700, 138 
Fast North Central......-...-...-------------- 598, 339 555, 543 469, 689 | 461, 455 
ITE 6 ol rein coudinensancene 269, 193 235, 718 183, 656 | 171, 360 
eee eee me Cy ee 598, 475 561, 129 391, 974 , 686 
East South Central -_---- 2 SREREE O NE RS Ne 128, 759 119,012 69, 802 | 68, 458 
NS on dil wana cnnouiuidiiinsoanhe 264, 731 243, 743 162, 830 | 159, 814 
Mountain.........----- ee ee + ee 319, 966 288, 806 195, 697 | 190, 119 
a aaihe. So eS pile ctenicw 575, 958 519, 874 411,771 | 395, 927 
$j $$] ns 
WON | Rictecacanah ak mais Seineeiedtenpmcmp 3, 800, 642 3, 523, 496 2, 749, 868 | 2, 677, 874 








Source: Census of Business, 1958. 


Taste 5.—Growth of hotel chains since 1935 (companies operating 3 or more 




















hotels) 
1935 1940 1950 1957 1958 1959 
EE LE cela, Sa AAR IE SE 85 126 203 170 164 179 
Bs SU Le uk Sa 680 990 1, 664 1, 558 1, 501 1, 462 
SERRE! Ok ZR, Ee Sa (') | (‘) () 317,780 | 327,693 338, 187 





1 Not available. 
Source: Directory of Hotel Systems, 1935-59, published by American Hotel Association. 
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TABLE 6 
A. GROWTH OF HILTON 
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| 1931 | 1935 1940 | 1945 1950 1955 1958 1959 
| 
_ SRFEED SAREE 9 7 8 | 12 ll 16 33 39 
ET | EE ly RR EES 1, 930 1,477 2, 220 | 7, 485 10, 204 15, 624 28, 374 31, 140 
| 
B. GROWTH OF SHERATON 
1942 | 1946 1950 1955 1958 1959 
ecto tand sonia beaasieieetasedbassed 8 | 19 20 21 47 54 
Ee J iviaruigon tenis eager eeaeadas 2, 475 | 6, 203 8, 818 12, 250 24, 802 27, 523 




















Note.—In 1955 Hilton acquired the Statler group; in the same year Sheraton merged the Eppley chain 


with its own. 


These figures do not include motel operations of either chain. 


Source: A monograph in process on the hotel industry by Dr. John P. Henderson, bureau of business and 


economic research, College of Business and Public Service, Michigan State University. 


TABLE 7 


HOTELS AND RESTAURANTS: STATE MINIMUM WAGE REQUIREMENTS (1960) ! 

















Minimum | Year pres- 
States with minimum hourly rates of— hourly ent rate Type of employee 
rate ! effective 

$1 or more: 
MI ng & cite gwetces bs < Seek rad ears Bags ch beaten $1. 50 1959 Men, women, and minors, 
a NESE Ge aS Ga? Se ee ee See 1.00 1957 Women and minors. 
Connecticut - _. _- BEE eS 1.00 1957 Men, women, and minors. 
NG ed, od ote wiih Sa wide ae aaleitinn sei eat 1.00 1958 Do. 
REGIS. is cecin > ons SS ee ae 1.00 1959 Do, 
PIIGND..- nab bt cob pasncebceusedsbanads 1.00 1959 Do. 
CS - SERUSS) My eee PER ae T RSs Oye OEE Te 85-1. 00 1959 Women and minors. 
OO NRE ES PPP ee 1.00 1957 Women and girls. 
Prowmpeneen 8s A eli til wR alddelinceecua 1.00 1956 Women and minors. 
New York.:.....- cui at dsetale ameians bab retaanel 1.00 1958 Men, women, and minors. 
OR ER, EE REGS AN . 85-1. 00 1959 Women and minors. 
eg eh Pe ES eee rere mere oak | 1.00 1957 Men, women, and minors, 
a, 4 pee So tucdlonsndensencn | 1.00 1959 Do. 
CS ee ee eee ee | 1.00 1959 Do. 

75 cents and under $1: 
esr he cary snes ~-cndnecchoetsiwiedas aad . 60-. 80 1956 Women and minors. 
| SSS eae aiicabcaeie a cola kcake Sorkin 75 1955 Men, women, and minors, 
es CR. tt. 2k. dau caboumiescsdua 75 1960 Do. 
Ce LO Sas, SLBA. Sete kd 4 1956 Women and minors. 
MERA 70-. 90 1959 Do. 
J EG Se a eS Ae TF ee -75 1955 Men and women, 

Under 75 cents: 
ance bt abate ccedel. cabedtiuSonasaes .16 1915 Women and girls. 
ok. . ccandiadewaencn . 69 1955 Women and minors. 
Kentucky |. -..--- Tone em AN SEAS 41-. 45 1954 Do. 
New Hampshire_--------- . 50 1950 Do. 
OO” “er Fae Fare . 65 1957 Men, women, and minors. 
North Dakota. _..........-. ne gh BeBe . 42-. 55 1956 Women and minors. 
Wieren Miee si et os asec ie. n.. | . 33-. 65 1958 Men, women, and minors. 
SES Son ER 4 | .70 1956 Women and minors. 
South Dakota Be fs TERE HERS Jatt . 22-. 28 1943 Women and girls. 
WEA 6a. nn cael napard 4s<5chanh- -|  .50-.70 1956 Women and minors. 








STATES WITH NO MINIMUM FOR HOTELS AND RESTAURANTS 


Alabama 
Arizona 
Delaware 
Florida 
Georgia 
Illinois 
Indiana 
Iowa 


Kansas Oklahoma 
Louisiana South Carolina 
Maryland Tennessee 
Michigan Texas 
Mississippi Virginia 
Missouri West Virginia 
Montana 

Nebraska 


! Rates lower than those shown are specified by some States for employees receiving income from tips. 


2 Restaurants only. 


Source: Department of Labor and Bureau of National Affairs, Inc. 
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Mr. Lanprum. Now we have another witness, but I want to go 
back to the bottom of page 9 where I let you continue there w ithout 
interruption when you were mentioning the windfall proposition of 
the waiter, if we increase this to a dollar: anda quarter. 

I judge from that part of your testimony and from our colloquy 
and from what followed, that you do not favor the provisions now 
in the Senate proposal ? 

Mr. Sweet. I do not. 

Mr. Lanprum. To have us give the Secretary of Labor, I believe, 
authority to evaluate the tips received by the waiters and waitresses 
and equate that as part of his wage. 

I believe that is what the provision is. You do not favor that, 
do you? 

Mr. Sweet. No, sir; in principle we think that the tip should be 
ignored in arriving at a congressional statutory minimum wage. 

Mr. Lanprum. What about including the tips in the overtime pay? 
Would you want any authority for that to be done? 

Mr. Sweer. This is a rough problem. I am well aware of the 
problem it represents. I know exactly the position of the industry. 

You see, Mr. Congressman, unless the tip is going to be considered 
in a statutory way as wages, this seems to me to be impossible to, 
well, to calculate the tip in calculating overtime wages. That is 
why we say give us a flat statutory minimum wage of a dollar and a 
quarter. 

Calculate overtime on that basis. Don’t try to involve tips, this 
tremendously uncertain and erratic kind of figure in the waiter’s 
economy. 

Furthermore, Mr. Congressman, if you are going to do that, if you 
are going to take tips into consideration in calculating what a mini- 
mum wage should be as proposed in the Senate redraft of S. 1046, then 
in all fairness don’t you think you should go further and see to it 
that the waiter or waitress gets credit for social security benefits from 
his tip income as well ? 

This is something that the industry and Congress has refused to do 
for many years. 

A waitress and waiter in Cincinnati with a weekly wage of $25 or 
$26 a week 

Mr. Lanprum. You keep pointing up the many problems confront- 
ing us. 

Mr. Sweet. Believe me, they are problems confronting the waiter 
and washer; they are much more severe than these. 

Mr. Lanprum. They are problems. And one more disturbing fea- 
ture about the tips to me is not the fact that they get them; it would 
be their good fortune the more they get. The thing that troubles 
me about this is that in this particular field we are giving advantage 
to one employee in this same establishment over another employee in 
that and I do not know how in the world we can correct it. 

T asked you and you said you did not know. 

Mr. Sweer. Sir, I think it is incorrect that you are giving one 
employee an advantage over another. The employer i is paying a cer- 
tain amount of money in wages out of his business income. 

We are asking that he pay the dishwasher a minimum wage of a 
dollar and a quarter and the waitress a minimum wage of a dollar and 
a quarter. 
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Now, if the customer who comes into that man’s restaurant out of 
his own generosity chooses to leave a dime, a quarter, or a dollar and 
a half on the table, this is something that is between the waiter and 
his customer. The customer does it because the waiter is doing a 

ood job. 

Mr. Lanprum. It is your recommendation that we give no authority 
to the Secretary of Bales as is proposed by some of the provisions in 
the other bill ? 

Mr. Sweet. Yes, sir. 

Mr. Lanprum. To average that out as part of the wages? 

Mr. Sweet. Yes, sir. 

Mr. Lanprum. We are just trying to get your reaction. 

Mr. Roosevett. I suppose this will be somewhat the same. 

When you do collective bargaining you do not take into considera- 
tion the bonus they get at the end of the year. You bargain on the 
basis of what is the thing that the company should be able to give 
and you ignore the other. 

Mr. Sweer. That is correct. 

Mr. Roosrvetr. You are asking that we do the same thing? 

Mr. Sweet. That is correct. 

Mr. Roosrvetr. Have they resolved the problem from an income 
tax point of view at all in Internal Revenue, to your knowledge? 

Mr. Sweet. To my knowledge the situation is substantially as fol- 
lows: I think the next witness may be more able to answer that ques- 
tion than I am because she deals with some of these legal matters all 
the time, but the Internal Revenue Service, I believe, has issued in- 
structions to its collectors in various centers around the country to 
apply some standards, standard practice. 

ne of the problems in the past has been that there has been a very 
uneven application of the Department’s rules governing the reporting 
of tips. In some cities, for example, the collector would make an 
agreement with the trade union, for example, because this is such an 
uncertain amount of money and nobody knows accurately what the 
figures are, it has been agreed that there they would make sample tests, 
the collectors would make samplings in hotels and restaurants and they 
would arrive at what seemed a reasonable average daily figure and 
accept reports of this sort. 

Now, of course, this is an extremely cloudy area. 

Mr. Roosevetr. It would vary in different places and under dif- 
erent circumstances. 

Mr. Sweet. Yes, there are tremendous variables. In the same town, 
in the same restaurant, tip income will vary. It is not possible to 
arrive at reliable average figures in this field. 

Mr. Roosrevett. Mr. Sweet, I think you have made an excellent 
statement. I just want to ask one other question : 

There have been witnesses before the committee who appealed par- 
ticularly for some kind of exemption for so-called seasonal hotels or 
restaurants, 

Mr. Sweer. Yes. 

Mr. Roosevett. What is your feeling about that ? 

Mr. Sweer. To us the hotel and restaurant business is a year-round 
business. It is a sturdy, steady business, it is big business, 
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The Miami hotels, for example, for years, were considered resort, 
seasonal hotels. They were opened in the winter and they did no 
business in the summer. 

The Miami hotels in the last 10 years since the war have gone out 
and done a sales job and have become year-round hotels. 

We have now won a contract down there. We think some other 
hotels, the Cloisters, the Sea Island, the Greenbrier, we think there 
are ways in which the hotels, too, could balance out their year. 

There may be cases of little resort hotels, mountain houses up in 
the hills someplace, someplace somebody who has converted the 
family farm—— 

Mr. Roosrveur. They are going to be excluded anyway. 

Mr. Sweer. That is right; these people will be out anyway. 

Others that are doing the annual volume of business that is set 
forth in the act, it seems to me, have the same kind of responsibility 
toward their employees that any other businessmen have and ought 
not to be set apart as a ever group. 

If the big is big enough. 

Mr. Roosrvetr. Thank you very much. 

Mr. Lanprum. Thank you, Mr. Sweet. 

Mr. Puctnsxt. May I ask this one thing: 

To get back to Cincinnati, you might tell Mr. Miller, your president, 
that you did an admirable job of representing him. 

Mr. Sweer. Thank you. I will tell him that. 

Mr. Lanprum. Thank you very much, Mr. Sweet. 

Miss Algase, from the New York Hotels Trades Council. 

Weare very glad to have you with us today. 


STATEMENT OF JULIA ALGASE, NEW YORK HOTELS TRADES 
COUNCIL 


Miss Arease. I want to say I agree with you that Mr. Sweet did 
a beautiful job, too. 

I would like to explain who I am and what my organization is and 
what it consists of. 

I am Julia Algase, the legislative counsel to the Hotel Trades Coun- 
cil, which is an organization of 10 local unions of various interna- 
tionals which has a contract with the Hotel Association of the City 
of New York. We have 35,000 members. We cover the largest and 
the principal hotels in the city, about 187, under collective bargaining. 

In view of the fact that there seems to be so much questioning about 
service workers, waiters, dishwashers, I would like to say that we 
consider hotel workers everybody in a hotel from the engineer through 
the officeworkers through to the maid. 

The upholsterer, the carpenter, the painter, all of these are included 
under our contract. 

Therefore, when we talk of hotel workers, we talk of all the types 
of workers in the hotel as well as the so-called tipping workers in 
the restaurants, the bellman who takes the bags up and takes them 
back when the customer does not take it in his own hands and take 
it down to avoid a tip. 

With this preface, I would like to tell you why I am here, par- 
ticularly. 
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We appeared—and when I say “we,” the statement I am submitting 
is on behalf of our president, Jay Rubin, and our secretary, Mr. 
James O’Hara—we appeared before your subcommittee on March 
19, 1957, to urge the passage of a bill which would establish a dollar 
and a quarter hourly rate and extend the protection of the Fair Labor 
Standards Act to hotel workers, among others. 

Our testimony brought up to date the status of the minimum wage 
for hotel workers in New York State, and stated that hearings were 
taking place with respect to the promulgation of a minimum wage 
order and the difficulties attendant upon the complicated methods 
involved under the New York State minimum wage law. 

Once again, we would like to bring this subcommittee up to date 
on the general situation in New York State as far as its inadequate 
minimum wage law is concerned on the particular situation in the 
hotel industry. 

In New York State more than 700,000 workers are not covered by 
New York State minimum wage orders, or by the Federal Fair Labor 
Standards Act. 

In addition to these 700,000 workers who are employees of nursing 
homes, hospitals, undertaking establishments, shoeshine shops, barber 
shops, and employees of nonprofit and educational institutions, there 
are a large number of hotel workers who, because of an arbitrary 
reversal of the last hotel minimum wage order by the Board of 
Standards and Appeals which was to be effective January 15, 1958, 
providing $1 an hour in nonservice categories and 75 cents in service 
categories, are presently unprotected by any minimum wage order. 

New York State’s first minimum wage law which dates back to 
1937, provided for the convening of minimum wage boards in various 
industries at the discretion of the industrial commissioner and for 
the promulgation by the industrial commissioner of minimum wage 
orders after hearings and recommendations by these boards. 

Under this law there are nine minimum wage orders in existence 
covering the confectionery, building service, camp counselors, clean- 
ing and dying, laundry, retail trades, amusement, beauty service, 
and restaurant industries. 

Rates are still as low as 75 cents in some of these, such as confec- 
tionery and building service, cleaning, laundry, retail trades are $1, 
amusement and beauty service are $1.05 in some areas: 

1. Confectionery industry: Minimum rate 75 cents an hour— 
time and a half for overtime after 40 hours. There has been no 
new order since March 3, 1952. 

2. Building service, 75 cents an hour for some, time and a half 
after 40 hours in commercial buildings, 48 hours in residential build- 
ings. 

Janitors, 60 to 75 cents a unit in noncommercial buildings. No new 
order since February 15, 1953. 

3. Camp counselors, $25 a week for resident counselors; $25 for 
5-day week ; $30 for 6-day week ; $37.50 for 7-day week. 

Lower rates for learners and apprentices. No new order since 
December 28, 1953. 

4. Cleaning and dyeing: $1 an hour; time and a half after 40 hours. 
Order dated April 15, 1957. 

5. Laundry: $1 an hour; time and a half after 40 hours. Order 
dated April 15, 1957. 
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6. Retail trades, $1 an hour; time and a half after 40 hours. Order 
dated February 15, 1957. 

7. Amusement industry, some get $1.05 an hour. Tipping em- 
ployees get 75 cents. Order dated March 1, 1959. 

8. Beauty service: $1.05 an hour for full-time employees, with time 
and a half after 40 hours. Note that the rate for maids, cleaning 
women, and porters is also $1.05 an hour; beauticians are traditionally 
a group receiving tips. 

Here there is properly no differential between service and nonservice 
rates as in the restaurant order and the hotel order when it was in 
existence. 

9. Restaurant: $1 an hour for nonservice employees; 70 cents for 
service employees. Time and a half after 40 hours. Meals allowance 
10 cents per hour. Order dates September 17, 1957. 

The story on hotels is asad one. In December 1956, 50 hotel work- 
ers petitioned the industrial commissioner for the convening of a 
board in order to bring the then rate of 75 cents for nonservice workers 
and 50 cents for service workers, to a rate more reflective of the cost of 
living. It was not until February, shortly before we appeared here 
to urge $1.25 minimum wage, with time and a half over 40 hours and 
extensions to hotel workers among others, that such a board was con- 
vened. Seven public hearings and 13 executive meetings following 
through October 1957. 

Then the board was reconvened for further consideration of the 
problem of resort hotels which involved five executive meetings and 
a public hearing. 

Finally, an order was promulgated to be effective January 13, 1958, 
calling for $1 an hour for nonservice workers and 75 cents an hour for 
service workers. 

The day before the effective date, on January 12, 1958, a group of 
hotels all over the State including some which were paying under con- 
tract with us, in New York City hotels, about the $1 rate, asked the 
board of standards and appeals for a review on the ground that this 
rate was unreasonable. 

There followed lengthy hearings before the board which insisted 
on going into the case de novo. 

n spite of continued pressure by us for a decision one way or the 
other at the close of the hearings, it was not until May 5, 1959, a year 
and 5 months after the petition for review that the board of standards 
and appeals gave its decision in effect reversing the order as being un- 
reasonable. 

We were then under the impression that at least the old order of 
75 cents an hour for nonservice workers and 50 cents an hour for 
service workers was in effect, but we have learned that that order 
having been theoretically superseded by the $1 order (70 cents for 
service workers) which was reversed by the board of standards and 
appeals has not been enforced by the State labor department. No order 
is in effect anywhere in the hotel industry in New York State, whether 
in all-year-round luxury resort hotels, or in motels. 

The “Summary of Minimum Wage Orders Issued Under the New 
York State Minimum Wage Law” says briefly on page 7: 





Order No. 6-E for the hotel industry promulgated June 20, 1958, not in effect 
pending litigation in the courts. 
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Yes, there is litigation in the courts. The industrial commissioner, 
the Hotel Trades Council, and the New York State Alliance of Hotels 
and Restaurant Locals appealed to the appellate division of New York 
Supreme Court from the decision of the board of standards and ap- 
peals and the State AFL-CIO appeared amicus curiae. The hotel in- 
dustry, continuing its bitter fight against the exploited workers in its 
industry who are unorganized, and I would like to say with a great 
deal of apology here that most of the hotel workers in the State of 
New York are unorganized in the upstate areas and that we really 
are appearing for the unorganized workers, and aided by the ambigui- 
ties of the minimum wage law, challenged the right, not only of the 
unions to appeal, but also the right of the industrial commissioner to 
do so. 

The appeal was argued early in January 1960, almost finally and 
quite significantly, in the last hectic days of the legislature, the end of 
March 1960. There was a decision upholding the original order of 
the industrial commissioner. We called on him for enforcement only 
to learn that the hotel industry is appealing to the court of appeals 
from the decision because the amount of hacienen involved is so great. 
No bond or escrow fund was required under the law, so the hotels 
involved, except for those under contract for rates above $1, continued 
to underpay. 

May we call to your attention an editorial of the New York Times 
dated November 19, 1959, which discusses the wage board system 
which has been preserved in the new so-called $1 wage law just signed 
by Governor Rockefeller. 

Criticism of this procedure has not been confined to labor’s ranks. Many dis- 
interested people have pointed out its disadvantages. 

Time, expense, and complexity are the chief counts against it. 

Several months of factfinding by the labor department staff are needed before 
each board is convened, several more for deliberation before its recommendation 
is decided on, and many weeks more for the public hearings. And when the in- 
dustrial commissioner has issued his order, 2 months must go by before it takes 
effect. All these difficulties are compounded by the fact that 10 different boards 
are involved * * *, 

We add to this one comment that now under the new law setting a $1 
floor for minimum wage boards, many more boards will be involved. 

The problem raised by these facts is a problem which must be con- 
sidered by your subcommittee. New York has failed to provide an 
adequate minimum wage rate, or any rate at all, for many workers 
who have been specifically exempt from the protection of the Federal 
wages and hours law. The situation is not changed appreciably by 
the new law setting $1 floor for minimum wages boards. But the 
same general problems exist as formerly. The rate is inadequate, the 
coverage ambiguous, the exceptions numerous, the procedure still time 
consuming, complicated, and expensive. 

As for the rate, facts and figures have been offered to show that 
$1.25 an hour is a minimum below which no worker can live ade- 
quately without becoming a public charge. In New York, the depart- 
ment of welfare reports that of 224,499 families on the State’s relief 
rolls, 102,259 or about 45.5 percent are receiving supplemental relief 
because the breadwinner’s wage was too low. In New York City, 
54,222 of 136,404 families on the rolls are getting supplemental aid. 
We are attaching copy of report of New York City Commissioner of 
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Welfare Dumpson for a more detailed reference to the problem. 

This subsidy by the public to employers is unfair. The employer 
should bear his own burden of paying his worker to enable him to 
live at the lowest adequate level, which is actually more than $1.25 an 
hour. 

As of October 1959, an average family of four persons with one 
wage earner needed $93.12 a week to buy minimum goods and services 
and to pay its Federal, State, and old-age and survivors’ insurance 
and disability taxes, according to the Community Council of Greater 
New York which prepares family budget standards for the New York 
City area to guide social and health agencies ($2.82 an hour for a 40- 
hour week). The budget for a single woman 45 years old was $55 
($1.28 plus 1 week for a 40-hour week). 

We are attaching as part of this statement comments by Dr. Blanche 
Bernstein, director of research of the Community Council of Greater 
New York, which explain the basis of the budget. We have attached 
as well a copy of the report to the City Council of the City of New 
York by the special committee on low wages, and offering this annual 
price survey and family budget cost of October 1959, with specific 
reference to the way the budgets are made up, and what the particular 
subjects are which are covered. 

Mr. Lanprum. May I interrupt at this point? We will receive that 
for the files. 

Miss Arease. The Roosevelt bill, H.R. 4488, would extend coverage 
of the law to over 714 million workers and would raise the minimum 
to $1.25 (hotel workers were excluded from coverage when the rate 
was — to 75 cents an hour). Weask you to report favorably upon 
this bill in view of the inadequacy of State coverage of the problem. 

It is time that the Federal minimum wage should reflect the ade- 
quacies of the cost of living on a minimum basis and that its protec- 
tion be extended to hotel workers among others. 

(The statements referred to follow :) 


STATEMENT OF Dr. BLANCHE BERNSTEIN, DIRECTOR OF RESEARCH, COMMUNITY 
CoUNCIL OF GREATER NEw YorkK 


A number of persons who have appeared before this committee have made 
reference to the Community Council’s family budget standard. These include 
Mayor Wagner and Commissioner Dumpson. You already know, therefore, that 
the cost of a modest but adequate standard of living for a family of four with 
one wage earner, including Federal and State taxes which must be paid, is $93.22 
a week, or $4,847 per year, a good deal more than can be earned at a wage of 
$1 per hour. 

You might like to know a little more about how this budget was developed and, 
more exactly, what it represents. 

The budget standard service, which is the unit of the council which developed 
the budget standard, is a cooperative service sponsored by the Community 
Council of Greater New York for the purpose of pooling the technical knowledge 
and resources of member agencies in the development of family budget standards, 
the collection of retail prices and the provision of related services for the use of 
health and welfare agencies. It is a clearinghouse for the gathering and dis- 
semination of information pertaining to family needs and living costs in New 
York City. The service maintains a continuing and reciprocal relationship with 
health, welfare, and other professional agencies at local, State, and Federal 
agg in the development and interpretation of budget standards and related 

ata. 

It was organized in 1922 and under a variety of names and auspices it has 
been performing its function ever since. In 1949, it became a part of the 
Community Council or the council’s predecessor agencies. At the present time, 
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16 public and voluntary agencies cooperate with the council in this endeavor. 
These include the New York City Departments of Health and Welfare, the New 
York State Department of Social Welfare, and the major voluntary family serv- 
ice agencies in the city. Its membership comprises the chief home economists 
and nutritionists on the staffs of the participating agencies. The family budget 
standard which it developed is used throughout the country and is referred to 
by the U.S, Bureau of Labor Statistics. 

This family budget standard provides a measure of the cost of living require- 
ments in New York City for self-supporting families of given size and composi- 
tion. It contains a representative list of goods and services sufficient to maintain 
current standards of adequate consumption at low cost. The quantities specified 
conform to standards based on scientific knowledge of average requirements for 
good nutrition and health, insofar as purely physical needs have been deter- 
mined, and to social standards that have been revealed by studies of actual family 
purchases. The kinds of goods and services priced and used in the calculation 
of costs are typical of purchases made by families in the low to moderate income 
groups. The merchandise of progressively better quality and higher price that 
is customarily purchased by families in the middle and upper income groups 
would cost considerably more. 

Families whose incomes are sufficient to maintain this level of living usually 
can pay their bills or use credit to tide them over all but emergency situations, 
such as catastrophic illness in the family. Those with lower incomes, however, 
seldom have financial resources to fall back on in critical periods, and they are 
less able to pay for services from social and health agencies even though their 
incomes are sufficient for financial independence at a marginal level. 

The modest nature of this budget becomes clearer when we look at some of 
the individual items. The rent allowance is $73 a month for a family of four 
persons—only sufficient to obtain quarters which meet minimum standards of 
health and decency. Food allowances work out to $7.50 per person, per week, 
or a little over $1 a day per person—not a great deal. Clothing allowances equal 
$125 per year, per person—again a very modest figure. 

Modest as this standard of living is and despite the improvement in income 
in recent years, many families in New York City have insufficient income to 
attain it. I have prepared a table utilizing data developed by the New York 
State Interdepartmental Committee on Low Incomes, showing the income dis- 
tribution in 1956 of families of various sizes and relating this to the cost of the 
budget standard for the same size families. These figures are rough but I think 
sufficiently accurate for planning purposes. They indicate that 27 percent of 
all families had incomes below the level of the family budget standard. Among 
larger families, 34 percent of five-person and 55 percent of families with six 
persons or more, are below the standard. 
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Though there may have been some further rise in incomes since 1956, I think 
it is clear that as much as 20-25 percent of all families in the city do not now 
have sufficient incomes for a modest but adequate standard of living. 

Other witnesses have, or will, testify about the cost to public agencies of 
welfare, health, and other services which are necessary to make up for the low 
income received by so many families. I should like to say a word about the 
private philanthropic cost. My data are unfortunately of 1954 vintage—still 
that was a good year—and they give us a reasonable approximation of the 
cost today. 

In 1954, voluntary social agencies spent about $322 million for a variety of 
welfare and health services, including hospital care, nursing services, family 
counseling, child welfare, care of the aged, and other services. Of this sum, 
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about $48 million came from public funds, $149 million from client payments, 
and about $18 million from sales and other earnings. About $107 million rep- 
resented the philanthropic contribution, including current gifts and income 
from past contributions. We do not have precise figures to show how much of 
this Sum was spent on families where incomes are below the budget standard 
but on the basis of my general knowledge of the clientele of voluntary agencies, 
I would put it at about $75 to $85 million per year. 

A rise in the minimum wage from $1 to $1.25 per hour will not solve all 
the problems implicit in the material I have presented but it will help 
considerably. 





STATEMENT BY COMMISSIONER OF WELFARE JAMES R. DUMPSON IN SUPPORT OF 
HIGHER MINIMUM WAGE LEGISLATION 


The resolution before the city council seeking to establish a minimum wage 
of $1.25 an hour for all workers in the State of New York embodies objectives 
that are economically and socially sound. Provision for adequate maintenance 
income for every employed person in the State is a goal with which government 
must identify and has such far-reaching economic and social benefits in pro- 
moting the welfare of all the people, that I consider it my official and profes- 
sional responsibility to urge its immediate legislative approval. 

I believe that the premise that a workingman ought to be able to earn 
enough to maintain a family on a living standard at least as high as the pub- 
lic assistance standard is not properly debatable. We of the welfare depart- 
ment have long experience in determining minimum budgets for health and 
safety. This is the criterion by which we determine our public assistance 
allowances. Under mandate from and in cooperation with the State depart- 
ment of social welfare, the cost of items of living at minimal standards of 
health and safety in New York City are determined and then matched against 
income that is available to our applicants. If the available income is less than 
the requirements, a cash grant is authorized to cover the difference. The de- 
gree of need varies with the size of the family, age and sex of the children, and 
the rent paid. In addition to the regular grant, medical care, outer clothing 
such as coats and suits, and household furnishings are provided as needed. 
This is the basis of our public assistance budget. 

My staff of home economists also has prepared a table which shows the ap- 
proximate required weekly income for families, beginning with a family of 2 
and ending with a family of 12. This is the standard used to determine eligi- 
bility for free school lunches by the Department of Welfare for the children 
of low income families not in receipt of public assistance. The object of this 
standard is to give a family, which earns its own income but lives at approxi- 
mately the same level as a welfare family, benefits for its school children com- 
parable to those of public assistance families. We should not penalize the 
children of a family which earns its own way. I am attaching as an exhibit 
a copy of this table. This shows that a family of two would require $52 a 
week; a family of three $63 a week; and a family of four $74 a week to live 
according to minimal welfare standards in the city of New York. 

The proposal to increase the minimum wage from $1 to $1.25 an hour means 
an increase in the weekly wage from $40 to $50 a week. This would be $2 lower 
than the amount required for a family of two; $13 less than that required by a 
family of three, and $24 less than the sum required by a family of four. It is 
clear from these figures that the proposed 25-cent hourly increase in the minimum 
wage will still leave many families below the border line of a safe minimal stand- 
ard of living. 

These facts perhaps indicate that we should set our sights even higher and 
raise the minimum to $1.50 an hour. However, I realize that industry must be 
given an opportunity to adjust to higher costs and that minimum wages cannot 
be fixed solely on the basis of family need. An increase to $1.25 an hour at this 
time would be a substantial step forward in raising the standard of living above 
a level that is presently dangerous to the health and well-being of hundreds of 
thousands of people in this city. Unfortunately, we do not have exact data on 
the number of people in New York City living at a standard below the danger 
line of nutritional safety. There is one study in existence which sheds some 
light on the extent of this problem. 

In 1956, the State Interdepartmental Committee on Low Income, after an 
exhaustive survey, estimated that for every person on assistance in New York 
there were at least three persons not on assistance whose income was below 
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public assistance standards. At the present time we have on assistance over 
250,000 persons in 70,000 families of two or more. Even allowing conservatively 
for a 50-percent reduction in the aforementioned ratio of three non-public-assist- 
ance low-income families to each public assistance family since 1956, there must 
be at least 375,000 people today in New York City whose incomes are below public 
assistance allowances and whose standard of living would be raised more nearly 
to a minimal degree of health and safety as a result of the enactment of the 
proposed minimum wage legislation. 

Currently, there are on the welfare rolls only a small proportion of the fami- 
lies in New York City who are entitled to supplementary assistance to raise their 
incomes to the minimum public assistance requirements. A recent departmental 
survey revealed that of the 61,138 persons receiving home relief, 27,084 or 44.3 
percent were in families where wages were being supplemented. Over 25,000 of 
the supplemented persons were either Puerto Ricans or Negroes. Most of these 
were in large families averaging about seven persons where the breadwinner was 
earning the maximum under existing minimum wage laws but because of the 
combination of his low wage and the number of his dependents, the family could 
not manage without supplementary public assistance. 

The average monthly earnings for this supplemented group were $192, or 
approximately $25 a month less than the minimum monthly wage called for by the 
proposed minimum of $1.25 an hour. The proposed increase in minimum wage 
would eliminate only a few of the cases since the public assistance requirements 
for a family of seven with a wage earner would be approximately $300 a month. 
However, by raising the average monthly earnings to approximately $217, we 
would reduce the grants to these families by the amount of the additional wages 
and thus reduce welfare costs by this sum. Here is a constructive way to reduce 
public welfare expenditures. I estimate a reduction of at least $1 million a 
year in welfare costs, or approximately 5 percent of the annual expenditures for 
home relief as a result of the enactment of a $1.25 minimum wage law. This, of 
course, is the irreducible amount of cash savings predicated upon present expendi- 
tures. This does not take into account the fact that the cost of home relief sup- 
plementation will continue to rise if living costs go up without minimum wages 
also increasing. In my opinion, we have a tremendous volume of potential relief 
recipients among low income families in this city who thus far have avoided the 
welfare rolls but who will be irresistibly propelled onto the rolls if the cost-of- 
living squeeze becomes too great in a period of continuing inflationary costs un- 
accompanied by appropriate wage rises. 

Therefore, I would strongly urge the enactment of higher minimum wage laws 
as a protection against further increases in welfare costs. Herein lies the eco- 
nomic value of such a proposal. It is impossible to calculate the value that 
will accrue to hundreds of thousands of persons whose self-respect and sense of 
dignity are reaffirmed and strengthened because through at least a $1.25 per hour 
minimum wage they may be rendered more nearly self-maintaining members 
of the community. We will have protected them from a state of dependency, 
partial or total, and the social hazards that accompany this state. The social 
benefit of such a law, coupled with the economic consideration, leads me to urge 
the prompt enactment of higher minimum wage legislation. 


THe Criry or New YorK DEPARTMENT OF WELFARE—GUIDE OF DETERMINING 
ELIGIBILITY FOR FREE ScHooL LUNCHES 


The estimated weekly needs of families from 2 to 12 persons are based upon 
1958 prices for the items of shelter, food, clothing, personal care, utilities, house- 
furnishings, household equipment and supplies, medical care, insurance, allow- 
ances for public school education, recreation, etc., laundry and telephone service. 

In determining eligibility for the free school lunch, except in unusual situa- 
tions the weekly net income may not exceed the amount listed below according 
to family size. 
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Miss Axease. This is the end of my statement, gentlemen. 

I have only one more thing to offer. 

Mr. Sweet referred to the growth of the chains. I have brought 
with me the booklet showing all the chains of hotels in the United 
States as they are listed, the numbers of them, and so on, which you 
may find useful for reference. 

Mr. Lanprum. We will be glad to receive that for the file. 

Miss Arcase. Yes. That is my purpose in offering it. 

Mr. Lanprum. Mr. Roosevelt, do you desire to question ? 

Mr. Roosevett. May I just say that I think this testimony is 
of great value. As our good chairman said, it was delivered very 
wonderfully. It is valuable because I think it points up the answer 
to the argument which has been made before us so many times that 
this is a problem that ought to be left to the States. The answer is, 
of course, that if a State like the State of New York, which has rea- 
sonably enlightened labor legislation in comparison to many other 
States is unable to put into effect a workable minimum wage law, 
then certainly the responsibility cannot be shirked, in my opinion at 
least, by the Panes: 

I thank you for putting it before us so clearly. 

Miss ALeasp. Thank you, Mr. Roosevelt, for your comments. I 
spared you the analysis of the New York State minimum wage law, 
of the new one. 

Mr. Lanprum. Mr. Ayres? 

Mr. Ayres. We have enjoyed your testimony as we did back in 
March of 1957. Mr. Sweet quoted the same statement that you did 
from the New York Times story regarding the New York City Coun- 
cil’s requesting the Congress to broaden coverage and raise the mini- 
mum wage because 44 percent of the families on home relief are re- 
ceiving public funds to supplement income of breadwinners in low- 
wage jobs. 

Has the City Council of New York ever offered a bill to do that for 
the city of New York? 

Miss Axease. I am so delighted that you asked the question be- 
cause I appeared before the city council and told them when I ap- 
peared that it was nonsense for them to try to memorialize either the 
New York State Legislature or the Congress of the United States 
because it looked so clear to me that nobody was going to do anything 
about increasing it to a dollar and a quarter or that Congress was 
going to extend it to the hotel workers because of the fact that I had 
been here saying the same thing 3 years ago, and I could not see the 
point of going over all this again. 

But I said if you are really concerned as a legislative body, which 
the council is, why don’t you take the bull by the horns and pass an 
ordinance for a dollar and a quarter minimum wage in New York City 
as a starter? Naturally, they would not have the courage to do a 
thing like that because they immediately say we are then setting our- 
selves up with a higher rate in an area, whereas on the outside we are 
faced with either the dollar rate or less than the dollar rate. And 
how are we going to survive under these circumstances? When I say 
the council did it, I mean these would be the arguments of the 
employers. 
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We pointed out that a large service industry stays where it is. 
Even though we are aware of the fact that from our point of view 
that large service industry is not in State commerce and should be 
covered by the congressional legislation. 

But nevertheless it was a bold step for the New York City Council 
to undertake, and whether they are going to undertake it or not re- 
mains to be seen. Have they appeared before you, by the way, to 
— their resolution ? 

Mr. Ayres. You tell the New York City Council that I will be glad 
to come up and testify before them, and tell them why they should 
take care of their needy because it is very easy for a city council to 
pass a resolution and pass the buck down here. 

Miss Aregase. Somebody raised a slogan which I think is a very 
good one, “Don’t pass the buck, but pass the buck and a quarter.” 
That is why I am here. I think the time has come not to pass the 
buck. This is the place where that legislation should come from. 
There is no question of it. We just want to show you that we try in 
all areas, it is impossible to get it, it must come from the U.S. 
Congress. 

Mr. Ayres. I would like to make one more observation. Maybe 
you don’t know this. What percentage of these people who draw re- 
lief—we hear so much down Sams regarding the type of people living 
in New York—do you have any idea what percentage of them are 
Puerto Ricans ? 

Miss Arease. I don’t have any idea what the percentages are. I 
don’t think it would show in the Commissioner’s statement. But you 
must understand that there is a very large proportion of Puerto 
Rican workers in the service industries, particularly in hotels, and in 
New York City for naturally those who work in the hotels with which 
we have contracts are at least at the dollar and a quarter minimum, 
which is the minimum under our contracts. But there are many who 
are working in hotels in New York City, or in restaurants in New 
York City, or in other service trades in New York City, of large 
significance as far as their gross is concerned. 

{r. Ayres. What are the requirements to draw relief in New York? 

Miss Axaase. I am sorry, I don’t know. I know that you must give 
up every single thing that you own in order to take it. If there is 
any insurance you must turn your insurance over to the department. 
If you have a radio, a television set which you have bought on time, 
and for which you are being mulched because there is not enough 
legislation to protect these workers, another area that we think Con- 
gress should get into, that set must go while the man must keep up his 
payments to the installment or financing group which sold it. You 
must be literally stripped except in the ee aid area which, 
if you will read the Tr service budget, explains what the 
needs are, and how they are supplemented. 

I can’t tell you more than that. That just is not my field. 

Mr. Ayres. Thank you. 

Mr. Lanprum. Mr. Pucinski? 

Mr. Puctnsxt. Miss Algase, I think your testimony is very helpful 
today. I am glad you are not too severe in criticism of the City 
Souncil of the City of New York for not trying to grapple with the 
problem at a local level. You have a great mayor in Mayor Wagner, 
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and I think he quite properly recognizes the fact that in New York 
City, to get an economic wall around itself, could very well drive a 
lot of the industry out of the city and across the city borderline into 
your suburbs, counties, and whatnot. 

Mr. Ayres. Will the gentleman yield ? 

I want to add that New York has a great Governor, too. 

Mr. Pucrnskt. So this is really a Federal problem. I mean to ask 
Mr. Sweet one question. Perhaps you can answer this. Some of the 
small restaurant owners in my district have told me that while they 
would be excluded because of the $500,000 or whatever the figure is 
going to be excluded from coverage that by virtue of the fact that large 
restaurants will pay dishwashers and the various kitchen help a higher 
salary, in order to attract this type of employee, even though the 
are not compelled to by law, they would still have to meet that high 
standard. 

I was wondering, what is your experience in that direction ? 

Miss Arease. Unfortunately I have had no experience with the 
small restaurant in New York City. We represent only hotels and 
restaurants in hotels and on a very large plain. But I don’t think it 
is a valid consideration under any circumstances. 

Mr. Rooseverr. Will you yield on that? 

Mr. Puctnsxtr. Yes. 

Mr. Roosever. Isn’t it a fact that this obviously can’t be true 
because you and your organization have secured contracts at a dollar 
and a quarter and if this was true then theoretically all of the other 
unorganized people would also be getting a dollar and a quarter. 

Of your own knowledge, can you tell us they don’t get a dollar and 
a quarter. 

Miss Axeasr. They don’t. 

Mr. Puctnsx1. Thank you for your assistance. The gentleman 
from California has given me the answer to the question. 

Miss Arease. On sheer logic; it is quite wonderful. 

Mr. Lanprum. May I ask your indulgence for a few moments. New 
York State has a minimum-wage law ; does it not.? 

Miss Arease. Yes. 

Mr. Lanprum. Is that minimum-wage law under the administra- 
tion of what you call the board of standards and appeals? 

Miss Arease. No; it is not. It is under the administration of the 
industrial commissioner of the State of New York. The board of 
standards and appeals take a very peculiar part in this. The board 
of standards and appeals is a kind of subdivision under the industrial 
commissioner, but by some fluke in the law the board of standards 
and appeals which is primarily an engineering group for the purpose 
of passing on plumbing and radiation and things of that sort, has the 
power of appeal from an order of the industrial commissioner. Since 
these minimum-wage orders are orders from the industrial commis- 
sioner, an appeal goes to the board of standards and appeals. 

Mr. Lanprvum. It is a sort of an appellate body from actions of the 
industrial commissioner ? 

Miss Arease. That is true. 

Mr. Lanprum. What is the present minimum in New York State? 

Miss Arease. That would be very hard to say because there isn’t 
any flat minimum wage. 
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Mr. Lanprvum. It varies. 

Miss Axease. It varies according to the orders and even under the 
new law, after October 1960, a new board would have to be formed 
in a specific industry in order to set a rate. That rate, however, will 
not be less than a dollar an hour. That is the ony change that the 
new lawhasmade. They have given the wage board a floor. 

Mr. Lanprum. Now, the New York General Assembly has not seen 
fit to amend its present minimum-wage law other than the instance 
you have just referred to? 

Miss Araase. They have amended it in other ways. It would not be 
fair to say that they have not amended it because it is a completely 
new one. In fact, they have repealed the old one. 

Mr. Lanprum. Is their authority given to the industrial commission ? 

Miss Arease. Definitely so. 

Mr. Lanprum. Is the industrial commission authorized to hold hear- 
ings to determine whether a wage should be applicable in an industry 
or not? 

Miss Arcase. Yes; it does indeed. 

Mr. Lanprum. Then I will ask you this question: Why do you sup- 
pose the New York General Assembly has declined to make any addi- 
tional amendments or to amend its State minimum wage to a dollar 
and a quarter? What is the principal reason for it? 

Miss Arease. I would not know what the principal reason is. 
I would not know what the principal excuse is. I know what the prin- 
cipal reason is. The principal reason is that it had a great deal of 
opposition from industry. And it had a great deal of opposition par- 
ticularly from the hotel industry. The proposal that had been made 
which both the State federation of labor and ourselves were strongly 
behind. 

Mr. Lanprum. Did industry or any of those others appearing con- 
vince members of the general assembly that their business could not 
stand an increase in the minimum. 

Miss Arease. I don’t know whether they convinced them or not, but 
I think by their pressure they at least made them feel that perhaps 
they would not vote for them in the coming election. That isa very im- 
portant thing. If you know our State legislature, you know that the 
majority is the Republican upstate group, and the pressures there are 
very heavy against any kind of minimum-wage law. They are not very 
interested in minimum wages. 

Mr. Lanprum. Is there any particular reason why Members of Con- 
gress, coming from all sections of the United States, should know more 
about what the wage rates in New York State should be than the 
members of the General Assembly of New York State. 

Miss Axease. The general assembly, our legislature, may know 
about the wage rates, but I have found that there was an appalling 
ignorance on the part of our members, too. 

Mr. Lanprum. Is there any reason to believe that there is any more 
poltical courage in Washington than there is in Albany? 

Miss Areasz. I always hope for political courage. I think that this 
is one of the things that keeps me going, Mr. Landrum. I really do. 
I feel that it is defeatist to keep saying, “Well, the odds are this way 
and that way; the votes are going to go this way and that way, and we 
had better stop trying.” A perfect indication of what happened is 
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what did happen in New York State because there are political forces 
there. We pra a $1.25 minimum-wage law which would have abol- 
ished the wage board, set up straight overtime pay at time and a quar- 
ter, and even provided for possibilities of a Danan between the 
tipping worker and the nontipping worker. That motion was called 
for, at least that bill was called for by motion on the floor of the 
legislature, both in the house and in the senate, and it got nowhere 
purely on the basis of a majority vote against it, not on its merits 
at all. We were forced to support the so-called dollar statutory rate 
because we thought it was a very good idea at least to have the prin- 
ciple established in the State of New York that there should be a 
statutory rate of a dollar an hour. When we saw the shell of what 
happened to that law after it was exposed to those last days in the 
legislature, it was simply horrifying because the people who needed it 
most were excluded from the law. 

There were so many exemptions and there were so many hedgings 
for allowances for this, that and the other thing, that all I can say 
about it is that it became a guide for wage boards that they could not 
go below a dollar an hour, subject to allowances for tips, gratuities, 
uniforms, which had never been considered before, and what they 
called other like services which could be anything under the sun. 

It is just a sad state of affairs, but this, which is a crucial and im- 
portant problem for the working man on an inadequate standard 
of living, becames a football. 

Mr. Lanprum. Well, you have been very patient with us. We hope 
we have exhibited some degree of patience with you people. We ap- 
preciate your contribution to the committee. We submit that there is 
quite a problem resting on our shoulders. We will try to do the very 
best we can to resolve the issues before us. 

Thank you. 

The committee will recess until 10 o’clock tomorrow morning. 

(Whereupon, at 1:30 p.m., the committee recessed to reconvene at 
10 o'clock, Wednesday morning, April 27, 1960.) 
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WEDNESDAY, APRIL 27, 1960 


Houser or REPRESENTATIVES, 
SuBCOMMITTEE ON Laspor STaNnDARDS 
OF THE COMMITTEE ON EpucaTION AND LABor, 
Washington, D.C. 

The subcommittee met at 10 a.m., pursuant to recess, in room 429, 
Old House Office Building, Hon. Phil M. Landrum (chairman of the 
subcommittee) presiding. 

Present: Representatives Landrum, Roosevelt, Dent, Pucinski, 
Ayres, and Hiestand. 

Present also: Representative Ludwig Teller, New York. 

Staff members present: L. K. Alderman, Jr., chief clerk, Russell C. 
Derrickson, chief investigator, and W. Wilson Young, subcommittee 
counsel. 

Mr. Lanprum. The committee will come to order. 

The witnesses this morning are from the National Restaurant As- 
sociation, represented by various individuals from different sections 
of the United States. 

Our experience here has been that when we have several speaking to 
the same point that it expedites the program for us to ask all those 
who are speaking on the matter to come and be seated around these 
tables here at the lower level and each of you allowed to make what- 
ever statements you desire before any questioning is undertaken. 

Following that, we have found it beneficial to let the members pres- 
ent direct questions to any particular participant. without regard to 
whether he was the one who had immediately testified. 

Each one of you has a lengthy statement. It also would expedite 
the matter if one, speaking principally for the entire group, could 
give a general statement overall and then present the spokesmen for 
the group and each other, in turn, if your statement is too long, may 
summarize it, with the understand that we will have the entire state- 
ment included in the record. 

Now, is there any special disagreement with such a plan? 

Mr. Power. Mr. Chairman, we have timed the reading of these 
statements and our total time is 70 minutes. 

Mr. Lanprum. For reading them? 

Mr. Power. For reading them. 

Mr. Lanprum. We would think that if it is possible for your mem- 
bers to summarize and just include the statements in the record, that 
probably it would be more beneficial to the members of the commit- 
tee to have an opportunity to direct questions at you and each of 
the others following the summary of their statements. 
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An hour and 10 minutes is quite long for most members to sit still 
listening to the reading of statements. If we can do it on that basis, 
I believe we can have a very expeditious and good hearing. 

Mr. Power. I believe we can abide by that, sir. 

Mr. Lanprum. Will you lead off ? 

Mr. Power. Yes, I will. 

Mr. Lanprum. Then you can introduce each in turn and they may 
summarize their statements. ; 

Mr. Roosevert. Before the gentleman begins, let me state my apolo- 
gies to them. 

At 10:30 I have to preside over another committee. However, I 
have the copies of your statements and I shall read the statements in 
full. If I have any particular questions I shall write a letter and ask 
for additional information. 

Mr. LeSavvace. Do I understand that you will let us go through 
with each witness without interruption and then at the end you will 
ask questions? 

Mr. Lanprum. That is our plan. 

Mr. LeSavvace. We will keep them all here so that they will be 
available for any questioning. 

Mr. Witu1ams. Mr. Chairman and Mr. Roosevelt, I have two ex- 
hibits which I am going to submit for the record which is a balance 
sheet of our operation. 

We do over a million dollars a year and this dollar and a quarter 
minimum would be quite catastrophic. 

_So when you review these things, I wish you would look at them, 
sir. 

Mr. Roosevert. I will look at them this afternoon. I have par- 
ticularly asked Mr. Teller, of New York, who is also very vitally in- 
terested in this legislation, to be present. He will ask some of the 
questions which I would have put to you. 

Mr. Lanprum. We are very glad to have Mr. Teller sit with the 
committee this morning. He is not regularly a member of the sub- 
committee, but we are always glad to have him sit and participate 
and give attention to your contribution. 

You may proceed, Mr, Power. 


STATEMENT OF THOMAS W. POWER, WASHINGTON COUNSEL, 
NATIONAL RESTAURANT ASSOCIATION 


Mr. Power. Mr. Chairman, members of the subcommittee, I am 
Washington representative for the National Restaurant Associa- 
tion. 

Mr. McGovern, on my right, is Washington counsel for the as- 
sociation. 

I would like to comment briefly on what our association is. It is a 
restaurant trade association. We represent approximately 25,000 
restaurant establishments in the country. 

In addition, we are speaking with the authority of, and the ap- 
proval of, 135 State and local restaurant associations, 

Thus, we believe we represent about 70 percent of the restaurant 
business done in the country. 
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We appreciate the opportunity to give our recommendations to the 
committee regarding proposals to amend the Fair Labor Standards 
Act. 

We are very much concerned over the fact that there are no hour- 
ly wage figures reported for restaurant workers by any agencies of 
the U.S. Government. 

We do not understand how the effects of the Fair Labor Stand- 
ards Act on any given industry can be properly evaluated without 
knowing the current wage practices in the restaurant industry. 

In view of this lack of information our association made a very ex- 
tensive survey of wage practices in our industry. On the third from 
the last page of my statement there is a table in which we give the 
results of this survey. 

We shall be happy to give the committee, or the committee staff, 
complete information or details regarding the methodology of this 
study. 

i the first column we report the various job classifications in the 
restaurant industry starting with the busboy and food checker on 
down through the chef, rated in the order of financial remuneration. 

At the end we give the service worker, the waiter and waitress, et 
cetera. 

In the second column we give the number of employees in each 
category. 

I direct your attention to the total number of employees covered in 
the survey was 75,000. We believe that is an adequate sample. 

In the third column we give current hourly wages in the restaurant 
industry, starting with the average hourly rate nationally for a bus 
boy, of 80 cents, and on through to a chef at $2.03. 

At the end we give the wages of the service personnel. 

In commenting on these current hourly wages we wish to point out 
to the committee that 56 percent of the oceans in the restaurant 
industry presently earn under $1 an hour. 

Some 74 percent presently earn under $1.25 an hour. 

This is a national picture. It is not a picture that is peculiar to any 
given section of the country. It exists north, south, east and west. 

Our average hourly earnings for the country is $1.03 an hour. 

In the second from the last column we give project rates at, or as- 
suming $1 an hour minimum, starting with the busboy who would by 
law be forced to $1 an hour. 

The second job category would be a food checker and we would as- 
sume that the differential between the food checker and the busboy, 
which is presently 7 cents an hour, would be curtailed. 

In other words, differentials would substantially tighten and we 
would set many at $1.05 an hour and so on up and down the list. 

We would also assume, despite the express provision of H.R. 4488, 
that if this law were enacted an allowance would be made for tips. 

Making those assumptions, that a complete allowance for tips we 
still think that a wage increase for every restaurant employee would 
also affect the cash wages of a service worker. 

Consequently, they would get a modest increase bringing them up 
to 83 or 85 cents an hour. 
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We come, then, from an average under the present system of $1.03 
an hour to an average of $1.18 an hour, which represents nationally 
14.6 percent increase in wages in the restaurant industry. 

We ignore completely in this study the effects that the overtime 
provisions will have on our industry. These will be discussed later by 
other witnesses. 

As I said, we assumed the fact that tip employees will be exempt. 
Moreover, we ignore the fact that here we are dealing with averages 
and, therefore, we believe that in using averages we tend to understate 
our case because presumably if the average of a busboy was $1.01 
there would be some that would pay less and nobody would go lower 
and consequently they would move up, too. 

So we think in using averages we tend to understate our case also. 

The $1.25 rate, we use the same procedure and we come up with 
$1.41 average hourly for the country, which represents a 37.9 percent 
increase. 

If there were no allowance made for tips we believe that the ti 
employee would be at the bottom of the scale, but it would push both 
categories up approximately 15 percent. 

Instead of 14.6 increase under a dollar if you did not allow for tips 
you would get a 29.6 and approximately the same for $1.25, bringing 
you up to an increase of about 52 percent. 

I would like to comment on the fact that these projected rates are 
most conservative. Weexercised every possible conservatism we could 
in them, much to the chagrin of any operators who claimed it could 
not be done. 

I think the conservatism could be illustrated by referring to the 
next table on my statement which gives the average hourly wages from 


a study of 33 union contracts starting with a waiter or waitress at: 


$1.13 and busboy at $1.18 and going up to a chef at $2.50. 

Despite the fact the busboy makes $1.18 the chef goes to $2.50, in 
our $1.25 projections of course, we have the busboy at $1.25, our chef 
gets up to $2.49, our average is $1.41, and yet the average of these 
higher rates is $1.60, which we believe illustrates conservatism in 
projecting all of these rates. 

Again on the third page to compare the projections with average 
hourly wages in higher wage areas. 

For instance, in San Francisco. In San Francisco the average 
hourly wage at the present time is $1.61. The low figure on an aver- 
age is a busboy for $1.28, not taking into consideration the waiters 
and waitresses. 

Now, our low is $1.25 for the busboy, yet they are almost 20 cents 
higher than we are. 

In Los Angeles they have an identical average wage that we project 
on the national and yet their low is $1.18 for the busboy. 

I don’t want to belabor it, but I think we can substantiate the fact 
that we have been most conservative in projecting all of these wage 
rates. 

If the law is enacted and the committee members can suggest any 
other class of wages that might be paid for the various categories 
and still maintain good employee relations, why, we would appreciate 
any suggestions they might make in that line. 

On this table I might also make this comment: With regard to the 
study of 33 union contracts it is interesting to note that the vast 
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majority of union contracts in the United Staes have no been able to 
negotiate wages suflicient to meet the requirements of the Fair Labor 
Standards Act. 

If you look at averages here, on the first three categories would be 
immediately forced up to a dollar and a quarter by the dollar and a 
quarter minimum. 

The waiter, waitress and busboy would be forced up under the union 
contract by a dollar and a quarter minimum. 

It seems ridiculous to think that a union would not thereupon nego- 
tiate for all other categories to maintain the differentials that exist 
above those. 

Mr. Puctnskt. Mr. Witness, at that point, do you have a break- 
down 

Mr. Lanprum. We said we would let these people get the state- 
ments in and then ask questions. You were not here when we made 
that agreement. 

If it is necessary to get in your point, we can do that, but we have 
a number of people that we want to get in. 

Let us not have a long controversy before we get at them. 

Mr. Puctnsk1. We have a very busy day on the House floor at 12 
o'clock. If we are going to hear all of these witnesses before we 
question them, we might as well take the statements and read them in 
our office. 

Mr. Lanprum. We want to give them an opportunity to get their 
statements in the record and give you an opportunity to ask ques- 
tions before you go to the floor. 

Mr. Puctnsxt. I have no objection, Mr. Chairman, but I think 
we would make much more progress—— 

Mr. Lanprum. Well, we will make a lot more progress if we keep 
quiet here. 

Mr. Tretier. I simply want to suggest, Mr. Chairman, that rm 
we might work it together so that we will not lose the trend of the 
particular statement if we might ask a few questions—— 

Mr. Lanprum. I will say to the gentlemen, I recognize we do not 
want to lose the train of thought, but we have had two other exper- 
iences this year with this committee. 

In my judgment, and in the opinion of other members of the com- 
mittee, and those participating, it has worked wonderfully well. 

Let us try a little bit to see if we cannot move along. If we do not 
get all the questions in that we want, we will come back. We can get 
the permission to sit this afternoon. 

r. Puctnsk1. We cannot sit this afternoon. 

Mr. Lanprum. Proceed, Mr. Power. 

Mr. Power. The only other comment I might make on this union 
contract is this: Yesterday a witness made a statement that no allow- 
ance should be made for tips. He admitted the fact that waiters 
and waitresses made an income in tips, but he claimed that tips are 
erratic and consequently you cannot take them into consideration. 

Yet in virtually every contract, union negotiated contract, in the 
country, they bargain lower, that is, the bottom of the scale, for the 
tip employee. 

From the figures presented by the Hotel and Restaurant Workers 
Union yesterday, they bargain 20 to 40 percent lower than the dish- 
washers for the waiter and waitress. 
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Now, certainly, the waiter and waitress is not a category of worker 
in their opinion that deserves less remuneration than a dishwasher, 
That is unreasonable. 

Yet they take into consideration in their collective bargaining the 
fact that tips, even though erratic, have to be considered. 

I will just conclude my statement by trying to forecast the effects 
that this law in our opinion will have on our industry based on ex- 
periences in other areas of the country where they have a substantially 
higher or comparable wage rate. 

iif the dollar and a quarter an hour is applied to the entire restau- 
rant industry, we believe the following effects will occur, other factors 
remaining equal : 

1. Labor cost as a percentage of sale would increase from 30.6 per- 
cent to 34.1 jercent. 

Food costs as a percentage of sale would decrease from 39.4 percent 
to 35.9 percent. 

This means menu prices will rise at least 10 percent. 

In our opinion restaurant sales will fall approximately 10 percent. 

The amount of meals sold will decline 18 percent. 

Total restaurant employment throughout the Nation will decline 
over 31 percent due to a curtailment in our market and due to the 
use of more efficient workers. 

Actually, two out of every three restaurant employees presently 
employed in the restaurant industry in our opinion would lose their 
jobs to be replaced by more efficient workers. 

This is not a matter of charity, our giving work to marginal work- 
ers or virtually unemployable; it is economics. We don’t give it to 
them if by law we are forced to pay them $1.60 or $1.25 per hour. 

We will be happy to explain in more detail, or in any detail the 
committee wants, the actual rational behind these estimated effects. 

I believe I can conelude my statement right there, Mr. Chairman. 

(The formal statement of Mr. Power follows:) 


STATEMENT OF THOMAS W. PowER, WASHINGTON COUNSEL, NATIONAL RESTAURANT 
ASSOCIATION 


Mr. Chairman and members of this committee, my name is Thomas Power 
and I am Washington counsel for the National Restaurant Association. We 
appreciate this opportunity to present the recommendations of the National 
Restaurant Association with respect to proposals for extending the coverage 
of the Fair Labor Standards Act. Our association represents about 25,000 
restaurant establishments in the United States. In addition we are speaking 
for and with the authority of approximately 135 affiliated State and local 
restaurant associations bringing the total number of restaurant establishments 
represented to approximately 115,000 or approximately 70 percent of the total 
volume of business done in the restaurant industry. 

We are vitally concerned about all proposals presently before this subcom- 
mittee insofar as they would apply the provisions of the Federal Fair Labor 
Standards Act to all or part of the restaurant industry. 

In our opinion, the most sickening aspect of all proposals to include restau- 
rants under any Federal wage and hour law is the lack of information regarding 
the economic effects such a law would have on our industry. The application 
of a law of this type with no information as to current wage practices in our 
industry seems incredible to us and in complete disregard to the interest of 
restaurant employees, owners, and the public generally. Although current 
hourly wages paid in most industries are reported by the Bureau of Labor 
Statisties, U.S. Department of Labor, restaurant hourly wages are not reported 
by any governmental agency. This is despite the fact that sales in the restau- 
rant industry are in excess of $17 billion annually. Our industry’s payroll is 
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well in excess of $5 billion annually. There are more employees in eating and 
drinking places in the United States than in food stores. In 1954, employees 
in eating and drinking places totaled 1,342,000. Eating and drinking places 
represent less than two-thirds of the restaurant industry’s employment. We 
estimate that the total number of employees in our industry is in excess of 2 
million. 

Because of this complete lack of information regarding current wage practices 
in the restaurant industry, the National Restaurant Association early this year 
undertook a comprehensive survey of our industry’s wage rates. At this time, 
we would like to call to the Committee’s attention the table appearing on the 
last page of my statement. This table reports the results of our survey. Com- 
plete information on the survey and the methodology employed will be made 
available to the committee if desired. The first column of the table lists the 
various job categories in the restaurant industry. The second column reports 
the number of employees in each job category. We call your attention to the 
fact that wages for 75,000 employees are reported in this survey. The third 
column reports November 1959 hourly wages in the restaurant industry for each 
job classification. In the fourth column, we estimate or project hourly rates 
if a $1 an hour minimum wage should be applied to the entire restaurant indus- 
try. In the last column, we report the same effects should a $1.25 hourly mini- 
mum be required. 

The national average hourly wage rate for the restaurant industry for No- 
vember 1959 was $1.03 an hour. If a $1-an-hour minimum wage is applied to 
our industry, we believe the average hourly rate will be forced up to at least 
$1.18 an hour. A $1.25 hourly rate will force our wage rates up to at least 
$1.41 an hour. The effect of a $1-an-hour uniform Federal minimum wage will 
be an increase in restaurant wages of at least 14.6 percent. A $1.25 minimum 
will require a 37.9 percent increase. For our industry, H.R. 4488 has a $2-billion 
price tag. 

A few observations should be made with regard to these figures. First, our 
studies show over 56 percent of the employees of the restaurant industry in the 
United States earn under $1 an hour; over 74 percent earn under $1.25 an hour. 
We should point out that this is a national figure based on a study of 30 metro- 
politan areas. Areas selected, for the most part, were the same as those used 
by the U.S. Department of Labor in establishing their Cost of Living Index. 
The 6 regions of the 48 States as designated by the Bureau of Census, U.S. 
Department of Commerce was our major guide in selecting cities. The balance 
achieved in this survey was excellent for portraying a national average. 

Please note that in projecting our rates and the effects of this law on the 
wage pattern of the restaurant industry, we do not take into consideration at 
all overtime provisions of the Fair Labor Standards Act. Moreover, we assume 
that tip employees will be entirely exempt from the provisions of the act, con- 
trary to the provisions of H.R. 4488 as presently written. Finally, in evaluating 
effects, we ignore the fact that we are dealing with averages, not actual rates. 
This method understates the effects the law will have on our industry. 

Wage differentials between job classifications are projected under the $1 
minimum and the $1.25 minimum on a most conservative basis. In table II 
attached to my statement, we present current average wage rates established 
under 33 current union contracts picked at random. Note the low average rate 
under these 33 union contracts is $1.13 an hour for waiters and $1.18 an hour 
for bus boys with an average wage rate of $1.60 an hour for all employees. Our 
low rate under the projected $1.25 minimum would be, of course, $1.25 an hour 
and an average rate of $1.41 an hour. In our opinion, we have been overly 
conservative in estimating or projecting wage differentials that would be main- 
tained under the effects of $1.25-minimum-wage law. Our conservatism is also 
evidenced by comparing estimated rates with existing rates in areas of the 
country where wage rates for these job categories are relatively high. For 
instance in San Francisco, the average hourly wage is $1.61 an hour for restau- 
rant workers although busboys earn only $1.28 an hour, busboys being the lowest 
nonservice wage rate. While we are looking at table II, it is interesting to note 
how few unions have been able to negotiate wages anywhere near as high as 
H.R. 4488, if enacted, would force them. Of the 33 current union contracts 
which we studied, only 5 would be unaffected. In 4 cases, only waiters and 
waitresses are now under $1.25 an hour. In five cases, waiters, waitresses, and 
busboys would be affected. In 19 cases, the effects of $1.25 an hour minimum 
would be very widespread among the categories designated. Thus, the majority 
of these union contracts would be substantially improved by the enactment of 
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the $1.25 minimum wage for the restaurant industry. We can say unequivocally 
that only a very small percentage of union-negotiated contracts with restaurants 
would be without rates below the requirements of H.R. 4488. 

Assuming the wage-and-hour law is applied only to 25 percent of the restau- 
rant industry, that is, to enterprises doing in excess of $1 million gross sales, 
there is serious doubt as to whether or not any adjustment could be made by 
the restaurant employer. The competitive disadvantage with smaller firms 
would be simply too great. Labor cost as a percentage of sales in the United 
States for the restaurant industry is in excess of 30 percent. This is too great 
to bear a competitive disadvantage of wages higher by 14.6 percent to 37.9 per- 
cent. In our opinion, should this law be applied only to large operations, the 
large operators would be forced to either sell to small firms or would be 
destroyed. 

If the $1.25-an-hour law is applied to the entire restaurant industry, we 
believe the following effects would occur, other factors of course remaining 
equal: First, labor cost as a percentage of sales would increase from 30.6 percent 
to 34.1 percent. Food costs as a percentage of sales would decrease from 39.4 
percent to 35.9 percent. This means menu prices will rise at least 10 percent. 
Restaurant sales will fall approximately 10 percent. The amount of meals sold 
will decline 18 percent. Total restaurant employment throughout the Nation 
will decline over 31 percent. Actually, two out of three restaurant workers 
presently employed would lose their jobs to be replaced by one more efficient 
worker. The effects are based on a study of employment practices in areas 
presently paying $1.15 to $1.25 an hour. We will be happy to explain in more 
detail these studies to the committee staff. 

These are cold economic facts. We believe the wages in the restaurant in- 
dustry, while relatively low, are dictated by the forces of economics. The 
alternative in our opinion is to eliminate jobs, jobs which are presently avail- 
able to the marginal worker—a class of worker which is already chronically 
unemployed. This wage pattern in the restaurant industry is not ag has been 
described by proponents of wage bills as “an unhealthy spot in the economy.” 
These are widespread practices existing nationally. These patterns affect 2 
million restaurant employees and exist in some 300,000 restaurant establishments. 

It is our intention today to explain in more detail to this committee the reasons 
for the wage practices in the restaurant industry. Moreover, we intend to pre- 
sent to the committee, the effects the Federal minimum-wage law will have on 
sales, menu prices, and wage rates in given areas of our industry. Since these 
effects will vary tremendously according to the current practice in a given area, 
we propose to have 10 restaurant operators describe briefly the effects our 
studies indicate will take place in the States in which they operate. 

We have prepared our testimony this morning with an idea of avoiding repe- 
tition. Therefore, it might be helpful in conserving the time of the committee 
if questions were reserved until all our witnesses have completed their state- 
ments. 
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TABLE I.—Survey of wages paid by restaurants and projected effects of proposed 
changes to the Fair Labor Standards Act 























| Number of Current | Hourly rate | Hourly rate 
Job category | employees hourly at $1 at $1.25 

rate ! minimum? | minimum 2 
einer. 251 iilecl sw dy lade dansh debdeadaakaadn | 3, 280 $0. 80 $1. 00 $1. 25 
Food checker..--. NRE. by © ih aelah CR aeaaaeye 8 | 671 . 87 1.05 1. 29 
RT OEE TERE aT E ay moet | 1, 640 | . 88 1.05 1.29 

PURE) iii occ cc cen Skea . ee -| 7, 455 | . 92 1.08 1.3 
I ls cn cub dedewanstne dwedededikts | 1, 267 | 95 1.10 1.33 
i ee ae _ Rivkin dabicine ccna 2, 684 . 98 1.12 1.35 
ED RN a 0 5s cGuendndnedeunednqqnkenmmn 746 1.00 1.13 1. 36 
SS CSE Se ee ee eee eee es | 1, 649 | 1.01 1.14 1.37 
CE WEIL cnc nddadiansvacdaandvosie | 820 1.03 1. 16 1. 39 
Salad man_._---- ib im dicen alte | 1, 342 1. 04 1.18 1. 41 
| ee eee ee ae snaaenmeires | 4, 473 | 1.08 1. 22 1.44 
Baker's assistant_..-------- & eaten SV he! Fo8, 820 | 1.09 1. 23 1. 45 
RN Se avn wens Dnidewesacé-demsisaues 2, 833 | 1.12 | 1.27 1.49 
SE ORO... chidiubicntenndassnabousa 4, 249 | 1. 29 1. 46 | 1. 66 
ey EES ee & eee penne eee | 2, 237 1. 30 1. 47 1. 67 
OS PaaS . d meee | 1, 938 | 1. 30 1.47 1. 67 
Hostess. ...------ bonseae -| 1, 640 1.35 1. 53 1.73 
Butcher __--- Moca bin sks ; 373 1.39 1. 57 1.77 
Baker. ni Bndip dak Miata . | 1,118 1.41 1. 59 1.79 
Assistant cook... .- a! eee es 1 RS | 3, 802 1. 46 1. 65 1. 85 
Se eS ee a PY ae | 1, 491 1. 64 1. 85 2. 05 
| aR A TA SER eS She" 8 eS SG ALR es } 2, 684 | 2.03 2. 29 2.49 
rR 58 Ie ong Sibel k conwe dencanaa | 18, 115 | 73 . 83 1.08 
OO aR Ga fe SEN TNE 2, 684 | .75 . 85 1.10 
Woeltress (paré)......-.... 0...- bis 4,026 | . 87 . 98 1. 23 
MONT GIG BE So coco rise cb nde mnadsabedecetn 522 | . 94 1.06 1. 30 
OUR Li has tt nnn ed daittnddenwinaond | 74, 550 1.03 1.18 1.41 
PerOem tS TAIN on. oa hdb cain iccatechipcdbdiobebdan |-----2-2------ 14.6 37.9 





1 Current rates shown were established by a survey conducted for the National Restaurant Association. 

2 Wage differentials for various job categories are projected on an arbitrary method. The methods em- 
ployed are extremely conservative. Comparisons with areas where $l-an-hour minimums are currently 
in effect indicate forced wage increases under projected rates are understated by 21 cents an hour or by over 
17 percent. 


Source: National Restaurant Association. 








770 


MINIMUM WAGE-HOUR LEGI 


SLATION 


Tas_e IIl.—Average wage rates established under 33 current union contracts 














Job category Average High Low 
wage rate 

a ee a eae $1. 13 $1. 90 $0. 63 
ee tne ncan nce packehonuentasecakndsasoscosas 1.13 2. 38 -73 
Ne A i 8 Ra ds sin dnantonne’ 1.18 1.80 7 
NN Dill cami elbe a consigndinphbn> opn=aneadmencansusts 1. 28 1. 98 . 98 
| Sl osanceccatdbcnnkheh enema tindenarceveisnesconces 1.31 2.14 . 90 
Rac i biedaescadccubdpbsceracsescassetues~ deiminlet bias Bites 1.33 1. 98 1.04 
SIR ide ca ntkip diese dc cenccemind bens odes cgeencuscncs 1.33 2.14 . 82 
7 SS a Se ee 1. 36 1.76 1.05 
Eh oninneinah Atebesuncenccsduwnetenwenasescon — 1.37 2. 29 9 
NE ibis pata Satin indweescsdsainkmonacsdeneseeeess 1.39 1. 68 1.18 
RE habs nema snswedabscnncnen dp sadhntereseweweteccoons 1.41 1. 64 1.17 
SE SEs DINO ohne nncecnns dtsieenmconscapsbaeereerneecsescacansee 1. 42 1, 42 1. 42 
SS REED "ES AS ee ee 1.43 1. 46 1.39 
SL ci Biedbtenensacsteianecntenscendlncboncisdidescesscose 1. 53 2. 38 . 95 
ee ee ae aT eS 1. 58 1. 58 1. 58 
nd cunecenpwnbsbpiemanderhslesesnenneeseooepwonns 1. 58 2. 45 99 
EE SR ea ae Ee ene 1. 62 2. 21 95 
EE IEE BE lied inne cc ndebbes ccescc nce cene Un cesceccncsecoocese 1.62 2. 20 1.02 
Cashier, combination checker 1. 64 2.15 1. 36 
Sek ae ie gE 1. 67 2. 29 1. 28 
ta ek en hand c ann Dichanebuviionk chains sane scoswaewmeowe 1. 76 2. 34 . 99 
ECS <acnncqelebhscsetapesndetadhs sovscensecssuonie 1.77 2. 50 1.41 
ES ee ee ee a ee 1. 80 1. 93 1. 60 
en an en 1.81 3. 04 1.31 
ate EL eS EAS Se 1. 83 2. 25 1.47 
ES Nn BE oS EES Be ee ee Re ee 1.91 2. 54 1.00 
Ne cinik akc nee ben apiabe int bds ees ccsieetiiwrenimes 1.95 2. 89 1.07 
I od cininnddumgttee theremin ane Silicdcnecandcmbrowoscen 1. 97 2.15 1. 85 
nee ee ee at a a 2.03 2.91 1.07 
aE 5 BERS ES EOS SR eS oe 2.05 2. 53 1.51 
Cin, Lae late eased panesbnbesSideesectceskiseneace~cw 2. 06 3. 28 1.02 
Tea tl ee ninnndighnnechinnadtinnmm~eyenspunnasmone gets 2.11 3. 28 1.02 
citadel suki a pbainivat mdheiaarcesesodscawenscepwe 2.17 2. 76 1.79 
chin benagchiadanannstensbiahnecndeccowdsscccnsccensese 2. 50 4.08 1. 65 

EL ilick noncsssaceeueaec el tibdeiais telah ieneie cntathis maingie ata aabblalniaas 1. 60 4.08 . 63 














Source: The Bureau of National Affairs, Inc. 


TABLE [II.—Average hourly wages and labor cost as a percent of sales in 
restaurants in 28 U.S. metropolitan areas 

















Average Labor cost 7 Average Labor cost 
City current as percent City current as percent 
hourly wage of sales hourly wage of sales 

| ee $1. 62 a gt | ewe $0. 98 31.2 
San Francisco-.-_--.-- 1.61 35.4 || Wiikes-Barre___...--- . 93 29.1 
Los Angeles. .-.......- 1.41 35.5 || Baltimore. ..........- 91 30.1 
ae 1.33 tt as .89 29.0 
oon dees 1. 26 32.8 || Charlotte............. . 88 26. 6 
EES 1.21 32.0 }| Mowston.............. . 88 29.3 
I 1.15 32.1 || Charleston, W. Va--.- 85 23.5 
[eee ......--.-. 1.10 28.7 || New Orleans. -....---- 82 24.7 
a Sa 1.10 29.7 || Texas State____.._._- oa 25.2 
Harrisburg - 1. 08 30.4 || Grand Island, Nebr-.- 77 29. 4 
2 EEE 1.07 26.3 || Roanoke, Va_.--_---- .70 26.9 
Kansas City__....-.-- 1. 05 90.3 || Atianta.............. .70 24.1 
Salt Lake City_...._- 1.05 28.6 || Jackson, Miss_._...-- . 66 20.4 
U.S. average. -_-..----- 1. 03 30.6 || Memphis__-__-.--.--- . 65 25.4 
Philadelphia - -------- - 98 34.3 || Gadsden, Ala---___--- . 59 25.8 























Mr. Power. At this 


oint I should like to introduce to the commit- 


tee Mr. Harry Akin, who is vice president of the National Restaurant 
Association, and an operator of restaurants for several years in the 
State of Texas. 
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STATEMENT OF HARRY AKIN, VICE PRESIDENT, NATIONAL 
RESTAURANT ASSOCIATION 


Mr. Axrn. Mr. Chairman, gentlemen of the committee, I appreciate 
very much the opportunity to appear here and present to this commit- 
tee the effects of the Fair Labor Standards Act, the effect it would 
have on the restaurant industry in the State of Texas, according to 
our studies. 

In the last page of this statement is a table showing current hourly 
rates for various job classifications paid in restaurants in Texas. 

This study was made by the Texas Restaurant Association and 
reflects the wages paid throughout the State to approximately 8,000 
employees. 

This study involves the wage rates paid by 227 operators throughout 
the State. 

Without taking up your time to review this—I believe it is self- 
explanatory—it shows a comparison between the effects that would 
result if this act were applied depending on whether the minimum 
were $1 or $1.25. 

We assume that wage differentials between various job classifications 
under the act would be maintained proportionately, but substantially 
curtailed in the upper bracket relationships. 

For example, under the $1.25 an hour projected rate, the busboy wage 
is increased 25 cents an hour or 25 percent, while the chef’s wage 1s 
increased 20 cents an hour, or 9.1 percent. 

These differentials are more conservative than the estimate pro- 
jected for the Nation as a whole. 

A study of restaurant wage differentials in areas where minimum 
wages are presently $1.16 an hour for dishwashers indicates chefs 
receiving $2.78 an hour. 

The above projection shows dishwashers at $1.28 an hour with chefs 
receiving only $2.28 an hour. 

This illustrates we think, the conservatism we have observed in 
projecting these rates. 

It should be pointed out that this study assumes that the tip em- 
ployee will be entirely exempt from the act, his wages being affected 
only through the wages of other employees being increased. 

Our studies indicate that if a $1 an hour minimum is applied to the 
restaurant industry in Texas, payrolls will be forced up at least 41 
percent. 

A $1.25 an hour minimum would increase payrolls 66.7 percent. 

We have detailed information of this survey available to the com- 
mittee if desired. 

A great misconception exists in the assumption that large restau- 
rants enjoy a competitive advantage over small restaurants as regards 
wage costs and other expenses of operation. Actually, the large 
operation in many instances realizes a narrower margin of profit than 
the small one, since it generally provides greater efficiency at higher 
cost and since all expenses percentagewise are relatively uniform 
whether the restaurant be big or little. 

Thus, it should be obvious that any law which would saddle one 
class of restaurant with the handicap as compared to others, would be 
unfair. 
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Assuming, therefore, the law is applied to only about 25 percent 
of the restaurant employees in the State of Texas, that is to those 
employed by enterprises doing in excess of $1 million annual gross 
sales, there is serious doubt as to the possibility of these larger em- 
ployers adjusting to the minimum wage law. 

Labor cost as a percentage of sales in Texas restaurants is in excess 
of 25 percent. The increase by 41 percent to 66.7 percent is such a 
large slice of the sales dollar that an application of this tremendously 
greater wage cost to only a portion of the industry constitutes, in our 
opinion, a gross inequity. 

Assuming, however, that the $1.25 minimum wage were applied to 
the entire industry in Texas, we believe the following effects would 
occur, other factors remaining equal : 

Labor cost as a percentage of sales would increase from 25.2 percent 
to 31 percent. 

Food costs as a percentage of sales would necessarily be decreased 
from 43.5 percent to 37.7 percent. 

Menu prices, therefore, would have to be increased at least 15.4 
percent. 

As a consequence, we think that restaurant sales would decline 
approximately 10 percent and that the number of meals sold in restau- 
rants in Texas would decline approximately 25.4 percent. 

We estimate that the total restaurant employment in Texas would 
decline at least 40.2 percent. 

These effects once again are based on a study of employment prac- 
tices in areas presently paying higher wages, approximately $1.30 an 
hour average wages. 

We will be happy to document this study. 

Restaurant wages, nationally, as in Texas, are relatively low. The 
restaurant industry throughout the country has the lowest hourly wage 
rate of all retail trades. In fact, this fact has been confirmed by a 
study of the National Restaurant Association, and it is substantiated 
by weekly earnings by industry in the 1954 Census of Business, U.S. 
Bureau of Census. 

There are several factors which tend to offset the relatively low 
wages paid in the restaurant industry. The principal one of these 
is financial benefits in connection with restaurant work which are of 
considerable value to the employee, especially the minimum wage 
worker. 

An example would be the furnishing of free meals and uniforms 
which are never adequately accounted for in a minimum wage law. 

Tips are a very substantial part of the income of many restaurant 
workers. 

Approximately 37 percent of restaurant workers are tip employees. 

Generally speaking, services workers are hardly to be considered 
in a minimum wage category. Although their salaries are substan- 
tially lower than the $1.25 minimum, tips more than make up the 
difference. 

It has been our experience with the application of State minimwn 
wage laws, however, that any allowance made for tips is generally 
inadequate for the substantial majority of workers. 

We are convinced, gentlemen, that the application of a minimum 
wage law to the restaurant industry or even to a segment of the in- 
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dustry, will create substantial unemployment wherever the law is 
applied. 

PPhis is not an insoluble problem. However, the practices are so 
different from wage practices of other industries and are so very 
much lower than wage rates in other industries, we believe unemploy- 
ment cannot be avoided with the application of a Federal minimum 
wage law. > 

We, therefore, respectfully urge the exemption of the restaurant 
industry from the provisions of such a law. 
(The formal statement of Mr. Akin follows :) 


STATEMENT OF HARRY AKIN, VICE PRESIDENT, NATIONAL RESTAURANT ASSOCIATION 


Mr. Chairman and members of this subcommittee, my name is Harry Akin 
and I am vice president of the National Restaurant Association. I have been 
actively engaged in the restaurant business for 28 years in the State of Texas. 

I appreciate the opportunity to present to this committee the effects the Fair 
Labor Standards Act will have on the restaurant industry in the State of Texas 
according to our studies. On the last page of my statement is a table showing 
current hourly wage rates for various job classifications paid in restaurants 
in the State of Texas. This study was made by the Texas Restaurant Asso- 
ciation and reflects the wages paid throughout the State to approximately 8,000 
employees. This survey involves the wage rates paid by 227 operators through- 
out the State. In the first column we give the various job classifications of 
restaurant employment. The second column gives the number of employees 
in each job classification. The third column states the current hourly wages 
in the restaurant industry in Texas. Projected rates in the fourth and fifth 
column under a $1 and a $1.25 minimum are very conservative. We assume that 
wage differentials between various job classifications will be maintained pro- 
portionately, but substantially curtailed in the upper bracket relationships. 
For example, under the $1.25 an hour projected rate, the bus boy’s wage is 
increased 25 cents an hour or 25 percent, while the chef’s wage is increased 
20 cents an hour or 9.1 percent. These differentials are more conservative 
than the estimates projected for the Nation as a whole. A study of restaurant 
wage differentials in areas where minimum wages are presently $1.16 an hour 
for dishwashers indicate chefs receiving $2.78 an hour. The above projection 
shows dishwashers at $1.28 an hour with chefs receiving only $2.28 an hour. 
This illustrates the conservatism we have observed in projecting these rates. 
It should also be pointed out-that this study once again assumes that the tip 
employee will be entirely exempt from the act, his wages being affected only 
through the wages of other employees being increased. Our studies indicate 
if a $1 an hour minimum is applied to the restaurant industry in Texas, payrolls 
will be forced up at least 41 percent. A $1.25 an hour minimum would increase 
payrolls 66.7 percent. We have detailed information of this survey available 
to the committee if desired. 

A great misconception exists in the assumption that large restaurants enjoy 
a competitive advantage over small restaurants as regards wage costs and 
other expenses of operation. Actually, the large operation in many instances 
realizes a smaller margin of profit than the small one, since it generally 
provides greater efficiency at higher cost, and since all expenses, percentage- 
wise, are relatively uniform, whether the restaurant be big or little, thus it 
should be obvious that any law which would saddle one class of restaurant 
with a handicap as compared to others would be unfair. Assuming therefore 
that the law is applied to only about 25 percent of the restaurant employees in 
the State of Texas; i.e., to those employed by enterprises doing in excess of $1 
million annual gross sales, there is serious doubt as to the possibility of these 
larger employers adjusting to the minimum wage law. 

Labor cost as a percentage of sales in Texas restaurants is in excess of 25 
percent. The increase by 41 percent to 66.7 percent of such a large slice of 
the sale dollar, and the application of this tremendously greater wage cost to 
only a portion of an industry, constitutes, in our opinion, a gross inequity. 

Assuming, however, that the $1.25 minimum were applied to the entire industry 
in Texas, we believe the following effects would occur, other factors remaining 
equal: Labor cost as a percentage of sales would increase from 25.2 percent 
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to 31 percent. Food cost as a percent of sales must be decreased from 43.5 
percent to about 37.7 percent. Menu prices therefore must be increased at 
least 15.4 percent. Restaurant sales would decline approximately 10 percent. 
The number of meals sold in restaurants in Texas would decline approximately 
25.4 percent. We estimate the total restaurant employment in Texas would 
decline at least 40.2 percent. These effects once again are based on a study 
of employment practices in areas presently paying higher wages, approximately 
$1.30 an hour average wages. We will be happy to document this study. 

Restaurant wages nationally, as in Texas, are relatively low. The restaurant 
industry throughout the country has the lowest hourly wage rate of all retail 
trades This fact has been confirmed by the study of the National Restaurant 
Association, and it is substantiated by weekly earnings by industry in the 1954 
Census of Business, U.S. Bureau of Census. 

In a highly mobile economy which we enjoy in this country, it would appear 
that any industry would have to compensate its employees in a manner com- 
parable to all others. Our survey points out that restaurant workers are 
competitively compensated when they reach the status of skilled workers or 
even semiskilled. For instance, a cashier in a restaurant earns approximately 
the same hourly wage as she would in a comparable job in any other industry. 
However, many employees in the restaurant industry are substantially unskilled 
workers. This is the principal reason why wages in the restaurant industry are 
low. The unskilled worker is marginal—marginal in the sense of the value of 
his efforts to his employer. Little training is required to perform his duties. 
All that is required by the restaurant operator is that a person perform the 
task. It is immaterial whether or not the same person performs the task each 
day. These marginal workers represent more than 25 percent of the entire 
work force of the restaurant industry. Our industry has not only the highest 
number but also the highest percentage of minimum-wage workers of any major 
industry in the country. This is explained by the nature of restaurant work; 
for example dishwashers, busboys, etc. Productivity per employer per hour is 
extremely low, generally between $3 or $4 of sales produced for every $1 paid 
in wages. 

There are several factors which tend to offset the relatively low wages paid 
in the restaurant industry. The principal one of these is fringe benefits in 
connection with restaurant work which are of considerable value to the employee, 
especially the minimum-wage worker. An example would be the furnishing 
of free meals and uniforms which are never adequately accounted for in a 
minimum-wage law. Any allowance for fringe benefits under a minimum-wage 
law are always made on the basis of cost to employer rather than value to the 
employee. 

Tips are a very substantial part of the income of many restaurant workers. 
Approximately 37 percent of restaurant workers are tip employees. Generally 
speaking, service workers are hardly to be considered in a minimum wage 
eategory. Although their salaries are substantially lower than the $1.25 mini- 
mum, tips more than make up the difference. It has been our experience with 
the application of State minimum-wage laws, however, that any allowance 
made for tips is generally inadequate for the substantial majority of workers. 

Profits in the restaurant industry are relatively low, a fact which indicates 
clearly that wages are brought about not by choice of the restaurant operator, 
but rather by force of economic necessity. 

Wages in the restaurant industry are partly subsidized by tax avoidance 
through the receipt of tax-free income in the form of tax-exempt meals. Before 
any advantage inures to the restaurant employee, 22 percent Federal taxes 
must be paid on presently tax-free income. The restaurant employee will need 
at least .02 cents an hour increase on a national average just to take home 
the same wages before being protected under the act. To further complicate 
the problem, no allowance is made for meals as income in union-organized 
restaurants. Nor is any allowance made for uniforms even though they un- 
questionably are of value to the employee. 

In our opinion, some adjustment of wage practices in the restaurant industry 
in certain areas is in order. Employment practices including wages, however, 
differ as a result of geographic location rather than size or type of establish- 
ment. This fact points out immediately the futility in attempting to set na- 
tional standards of a nature so fine as wages paid in the restaurant industry 
where local mores govern the employment practices more than any other single 
factor. 
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We are convinced that the application of a minimum-wage law to the restau- 
rant industry or even to a segment of the industry will create substantial un- 
employment wherever the law is applied. This is not an insoluble problem. 
However, the practices are so different from wage practices of other industries 
and are so very much lower than wage rates in other industries, we believe 
unemployment cannot be avoided with the application of a Federal minimum- 
wage law. 

We therefore respectfully urge the exemption of the restaurant industry from 
the provisions of such a law. 


TABLE I.—Survey of wages paid in Texas restaurants and projected effects of the 
proposed changes to the Fair Labor Standards Act 





















Number of Current Hourly rate | Hourly rate 
Job category employees hourly at $1 at $1.25 
rate } minimum? | minimum ? 

Busboy 570 $0. 57 $1. 00 $1. 25 
Dishwasher 915 . 65 1.04 1. 28 
Potwasher. 129 . 685 1. 06 1.30 
Porter 481 .71 1.07 1.31 
Cashier... 369 71 1. 07 1.31 
Vegetable man_____. 80 > 1. 08 1. 32 
eee Geena. ook eI dee esa 177 . 80 1.12 1.35 
SS Pe EE GN ee ee ROR EE eT 233 . 81 1.13 1. 36 
ee CEEING. poi cu cw cokonoetwacne Ha 2 Ya 153 . 89 1.16 1.39 
ER EC a ere te ee 401 91 1.18 1.41 
RIE ee inl Redd dee ee 7 1.01 1.33 1. 54 
Short order cook. ........-... es ELSS eee “Fe OF ¢ 634 1. 05 1. 39 1. 60 
I ES | Oe | 22 1. 07 1. 42 1. 62 
Dn « cad td dkt a dubnoweocdiel adebuntedataee 241 1.17 1. 52 1.72 
RS ST ee ee eet Sees) aes SRR 177 1.45 1. 89 2.09 
| ee Sod dias cid ute i eek ode er cacenteas 345 1. 58 2. 08 2. 28 
Waitress. _... BESS BE ea PERS a OS SY 2,117 . 54 .73 . 90 
A A i a le 401 . 67 . 86 . 8 

| ee ee ee ee ae mn eee Seed ee 8, 018 .78 1.10 1.30 
Prcet tes DON ia 6 skp <dinpiedd dnd dawns nth las pideeds esi es 41.0 66. 7 











1 Current rates shown were established by a survey for the Texas Restaurant Association. 

2 Wage differentials for various job categories are projected on an arbitrary method. The methods em- 
ployed are extremely conservative, more so than projections of national figures. Note the average hourly 
rates projected at a $1 minimum are 6.7 percent lower than projections made for national figures—29 cents 
an hour, or 26 percent, lower than areas where a $1 minimum is already in effect. 


Source: National Restaurant Association. 


Mr. Power. Mr. Chairman, our next witness will be Mr. George 
Hanby of Hanby Enterprises in Illinois. 


STATEMENT OF GEORGE D. HANBY, MEMBER, GOVERNMENT 
AFFAIRS COMMITTEE, NATIONAL RESTAURANT ASSOCIATION 


Mr. Hansy. My name is George Hanby, member of the government 
affairs committee of the National Restaurant Association. 

I am actively engaged in the restaurant business in the State of 
Illinois, and president of Hanby Enterprises, operating three medium- 
size restaurants in Evanston and Parkridge, Ill. 

We have 30 employees in Parkridge, 30 employees in 1 of the 
Evanston restaurants and a hundred in the other Evanston restaurant. 

_In order to expedite this, I would like to call the committee’s atten- 
tion to paragraph 3, the aspect of the law that I am going to particu- 
larly talk about. 

There is another aspect of the Federal minimum-wage law which we 
have touched upon only lightly in our testimony this morning until 
this time. This is the provision of the Fair Labor Standards Act 
which would require employers to pay all employees covered under 
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the act time and one-half their regular base pay for all hours worked 
in excess of 40 weekly. We doubt if there is any industry in America 
which will be as drastically affected as the restaurant industry by this 
provision. 

This is because the restaurant industry must operate in accordance 
with the eating habits of the American public. 

By and large, the public eats three meals a day, 7 days a week. I 
would like to comment that on two of our restaurants we operate 7 
days a week. 

Under the State law of Illinois, we operate on a 48-hour week, 6 
days, 48 hours. If that law forced us to a 40-hour week with time and 
a half for overtime for the sixth day, our payroll would increase 
ae ec! about 15 percent of the total because you are forced realis- 
tically to one of two positions with these employees in this place. 

It takes you roughly maybe 3 to 5 years to train an employee to 
handle the service in a good restaurant where your customers will con- 
tinue to return for you. 

Therefore, if you go out and hire additional employees to serve our 
customers we will lose those customers by virtue of the kind of service 
that you render for the price that you will charge. 

Therefore, you are forced almost to pay time and a half for that 
additional 8 hours a week, which automatically raises your payroll 15 

reent. 

6 rarely is it possible to schedule these employees to the degree 
of where that kind of money can be saved on the dollars and cents of 
the payroll. 

Therefore, that is a direct increase in cost of the payroll to the help 
operating in that restaurant. That is particularly true from a 7-da 
restaurant where you are in a downtown area and you do operate 
days a week. 

I would like to call the committee’s attention to the chart on page 4 
of my statement with the categories. Historically in our restaurants 
in this community of Evanston, which is 75,000 people; Parkridge, 
which is a very small community of around 30,000 people in Illinois, 
the historical difference between the salary of a busboy and a cook is 
maintained whenever you increase salaries. 

Now, under this law if we had to increase the salary of our busboys 
we would automatically have to proportionately increase the salary of 
everybody up and down the line. 

So the thing I think I would like to point out to the committee, if 
this law were enacted, is that we would have two very serious effects 
on our salary costs. One is that we would have to pay the 15 percent 
additional for the 40-hour week from the 48-hour week, which is a 
very drastic thing to handle. 

Secondly, we would have to pay the proportionate increase up and 
down the line because a cook making $120 a week, you can’t pay him 
10 cents an hour increase; you have to give him 10 percent or $10 a 
week or $12 a week, whatever that happens to be. 

This is historically axiomatic in the restaurant industry. 

Therefore, you would be penalized by that act. 

All of this would have an impact of causing us to raise our prices 
T don’t know about the rest of these people, but when we raise prices 














ae —_ 


oeaco:o 6 SITES = 6 


3- 


ir 


at 
15 


of 


Ip 
2 


» 4 
its 
xe, 
1S, 


YS 


‘if 
cts 
ant 
3a 


nd 
im 
da 


eS 
ces 





MINIMUM WAGE-HOUR LEGISLATION 777 


in Evanston or Parkridge, and we raise them over a nickel or dime, 
our business goes down proportionately to the amount of increase. 

You can almost draw a chart on how much your business is going 
to go down by the amount you increase it. 

In February and March of this year when we had this bad weather 
in our community, our business went off 20 and 25 percent and we lost 
money in every operation that we have. 

Now, we can stand to do that 1, 2, or 3 months, but we can’t stand 
it any more months than that. 

If we come along and have an increase in salaries in addition to 
the loss that we took because of the weather because people could not 
get in our restaurants, we are in a very serious situation financially 
and there are not very many individaul managers that can stay in 
business. 

Try to get money from the bank on the basis of losses in restau- 
rants, the bankers will laugh at you. 

Therefore, if this law went into effect for the restaurants the small 
restaurant operator would be the man who is most seriously affected 
around the country by these provisions, because in my experience and 
knowledge of most of the restaurants, the small restaurants in the 
United States, are operating on a 48-hour week. 

That law would force the restaurants to a 40-hour week whether 
they liked it or not. It would force them to this time-and-a-half pro- 
vision of 15 percent increase in payroll, plus the increase in the wage 
and hour. 

Therefore, I respectfully submit to this committee, Mr. Chairman, 
that the restaurant industry be exempt from the provisions of this 
law. 

(The formal statement of Mr. Hanby follows :) 


STATEMENT OF GEORGE D. HANBYy, MEMBER, GOVERNMENT AFFAIRS COMMITTEE, 
NATIONAL RESTAURANT ASSOCIATION 


Mr. Chairman and members of the subcommittee, my name is George Hanby 
and I am a member of the Government Affairs Committee of the National 
Restaurant Association. I am actively engaged in the restaurant business in the 
State of Illinois and president of Hanby Enterprises, operating three medium- 
sized restaurants in Evanston and Park Ridge, III. 

I appreciate the opportunity to present the effects of the proposed minimum 
wage law on the restaurant industry in Illinois according to our studies. On 
the last page of my statement is a table showing current hourly wage rates for 
various job classifications paid in the restaurants in Chicago, Ill. According 
to our projected rates, a $1 an hour minimum would not have a substantial im- 
pact on wages in Chicago. The percentage increase for wages would be 1.6 
percent. However, it should be pointed out with respect to these figures as well 
as with respect to all figures discussed today by the National Restaurant As- 
sociation that rates for each job classification are averages. There are many 
restaurants that would be individually affected by the Federal minimum wage 
law even though the impact of the law is lost when averages are taken. The 
impact of a $1.25 minimum on restaurant wages in Chicago will, of course, be 
far more significant. According to our projected rates, the percentage increase 
of wages in Chicago restaurants would be 18.3 percent. 

There is another aspect of the Federal minimum wage law which we have 
touched upon only lightly in our testimony this morning until this time. This is 
the provision of the Fair Labor Standards Act which would require employers to 
pay all employees covered under the act time and one-half of their regular 
base pay for all hours worked in excess of 40 weekly. We doubt if there is 
any industry in America which will be as drastically affected than the restaurant 
industry by this provision. This is because the restaurant industry must operate 
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in accordance with the eating habits of the American public. By and large the 
public eats three meals a day, 7 days a week. The public does not eat all its 
meals within a 48-hour period, nor even its three daily meals within an 8-hour 
period. Physical necessity demands that people eat before their own 8-hour 
day begins and after it ends. As with housewives, the 40-hour workweek for 
restaurants does not come easily. As a concequence, there are many hours ina 
normal restaurant operation which are unproductive. During this time, many 
employees by necessity are idle. We ask the committee to keep this fact in 
mind. Two-thirds of our business, breakfast and dinner, is done before the 
majority of other workers begin their days or after they have completed them. 
Any attempt to force the restaurant industry into a 40-hour week will necessarily 
impose a more difficult burden on our industry than on any other industry. While 
the 40-hour workweek is most desirable, recognition must be given to the 
fact that certain occupations do not easily adjust to such a standard. Through- 
out history of mankind, there has always been an attempt to persuade people to 
abstain from servile work on the Sabbath as a day of rest dedicated to God. It 
is interesting to note, however, that almost universally the necessity for some 
exception has always been made. The necessity for daily eating, both in the 
home and restaurants, has always been a primary exception in this regard. 

Can you imagine the difficulty of the housewife complying with the over- 
time provision of this law? We believe this same consideration should be taken 
into account by this subcommittee before applying any overtime law to the 
restaurant industry. To do otherwise will bring about undesirable, uneconomic 
split shifts which might well hurt workers more than it will benefit them. 
Because this problem varies in accordance with the size of the restaurant, the 
nature of its business, the community in which it is located, and many other fac- 
tors, it can be handled more readily by local authorities and by the basic laws 
of economics than by Federal regulation. 

Therefore, we recommend that the restaurant industry be exempt from this 
provision of the act. 


TaBLE I.—Survey of wages paid in restaurants in Chicago, Ill., and projected 
effects of the proposed changes to the Fair Labor Standards Act 
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Number of Current Hourly rate | Hourly rate 
Job category employees hourly at $1 at $1.25 
| rate minimum minimum 
| ciicdineniianihieiaddietill \_ 
mc ip ae an eS ele 720 $0, 92 $1. 00 $1. 25 
ae i el ec ne Bs Ct 2 = 86 | .97 1.05 1,29 
ND 2 iS bain nian che nine pistuacde af 97 | . 98 1.05 1,29 
| TS TE ea eee ees nil 999 | 1. 04 1.10 1,33 
pee See ee ee 193 | 1.08 1.13 1, 36. 
I i caine acennine bar aiane+bre 43 1.12 1.17 1.40 
gj Re RUE Se nas ictbeersbartedeares SSaber | 441 1,15 1, 20 1.42 
EE ee eee ee 204 | 1, 22 1.27 1,49 
PE ckncacnacincieomneestuesdaxdeiiihe 344 | 1, 23 1. 28 | 1, 50 
I ee et 150 | 1, 24 1,29 | 1.51 
NR Rat nas 5 a ee ee ee | 913 | 1. 36 1, 36 | 1. 57 
Baker’s assistant__.............-- been denas 150 | 1. 40 1. 40 1. 60 
ae Spee ae eee | 527 | 1. 42 1, 42 1, 62 
cick ta ncscneshascoreeasccanes 430 1, 44 1.44 1. 64 
| Sie ES TG a GORE STE 118 | 1.55 1.55 1.75 
aise tnn peti tentntn penny nes | 580 | in Un to 
ER ee a a 580 .7 7 
FA RE SS 2 EET, 580 | 1.75 1.75 1.95 
0 aS ae PARE Jos -| 43 | 1.93 1.93 2.13 
Rati hin ie ptnidin ve wet uad~<be 215 | 1.97 | ; 97 | : 4 
| AA TE OS A ALTE II NT 258 1.98 98 8 
oT pet | 602 | 2. 63 | 2. 63 | 2. 83 
NN fs ie Se ek Sk 22 | . 67 | 67 87 
Waitress. _......- 58 | 72 | van .92 
Waitress (part)... p 3 | 80 | . 80 1.00 
| gg, Sel I Se a ee 5 | 1.18 | 1.18 | 1, 28 
it | 1. 26 | 1. 28 | 1.49 
CS ESE EE SS, ER eT ips fee ptt ey cee 1.6 18,3 
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| 





Source: National Restaurant Association. 


Mr. Power. Mr. Chairman and members of the committee, our next 
witness is Mr. Willard J. Marriott, president of the Hot Shoppes, Inc., 
in Washington, D.C. 
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STATEMENT OF WILLARD MARRIOTT, PAST PRESIDENT, NATIONAL 
RESTAURANT ASSOCIATION; PRESIDENT, HOT SHOPPES, INC., 
WASHINGTON, D.C. 


Mr. Marrtorr. re Chairman, members of the subcommittee, my 
name is Marriott. headquarters are in Washington here. I am 
president of the Hot ¢ ieee organization and Marriott Motor Ho- 
tels. I am a past president of the National Restaurant Association. 
Our company operates in the Washington area and 12 other States, 
including the District of Columbia. 

I do not have a lot new here to present to this subcommittee over 
and above what has been said, but I would like to emphasize two or 
three points. 

I believe that a $1.25 wage applied to the restaurant industry is 
unnecessary and prohibitive because the actual cash wage which a 
restaurant pays to its employees does not represent the actual wage 
of the employee. I don’t think this occurs in any other industry. 

The thing I am speaking of is proper consideration for tips, laun- 
dry, and meals. I have stated a couple of examples in my statement 
here which I think illustrate what I am talking about. 

I questioned a minimum wage employee the other day who had just 
been employed by our company; he had been working for us 4 days. 
He works for cash wages and tips. I know what he received because 
he lived with a friend of mine and he brings the money home and 
puts it on the dresser. 

He says, “Here is what I earned today,” because he is trying to save 
some money to go to school. 

I think it is a good example of what happens to tipping employees 
His first day he “made $10; the next day he made $16; and the next 
day he made $26. 

Now this is a young man who had no experience in the business 
whatsoever, but is a tip and wage employee. He gets $6 a day in 
wages, which is 75 cents an hour. 

In addition, his meals, his uniform, his laundry, insurance, and a 
lot of other things. 

So we 4 Soa up modestly that this young man is making about $3 
an hour, plus some benefits, if he stayed with us, of vacation and so 
forth. that young man certainly does not need any increase in wages. 

Although his earnings may be more than a lot of tipping employees, 
yet I think he is a typical example of what you get in a tipping 
employee. 

Their cash wage does not represent at all what their income ac- 
tually is. 

Now you can see what an addition of a high minimum wage or an 
increase in that young man’s salary would do to the restaurant busi- 
ness. We are just giving money to people who don’t need it. 

I interviewed another young lady who works in one of our kitchens. 
She does not get gratuities. She receives a basic wage of $7 a day, or 
88 cents an hour. 

In addition, she gets meals, uniforms, laundry, insurance, and so 
forth, which we figure is worth at least $3 a day. 

Her effective income is not 88 cents an hour, but it is $1.25 an hour. 
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But if we looked at the cash wage we would say maybe this young 
lady is underpaid, but she gets a lot of other things that do not show 
up in the cash wages. 

I do not personally think that any national minimum wage can take 
into consideration the local conditions of the restaurant business. I 
know that conditions which exist in Alabama, for instance, are not the 
same as those that exist in New York and also the cost of living, wages, 
and a lot of other things that affect an employee are different entirely 
in one part of the country than in another. 

The restaurant business is strictly a local business. What we charge 
for hamburgers in Washington has nothing to do with what we charge 
in Richmond, Va., for instance. So there is no interstate problem. 

We are not manufacturing something here that we are going to sell 
in another State. 

The problems we have are strictly of a local nature. That is why I 
think any minimum wage should be dealt with on the basis of the local 
problems and we should not be putting in a national law allowance for 
these things which are different almost in every restaurant, let alone 
every State, and trying to have a national wage. 

I think it is strictly a local deal. 

I am trying to cut this down because I don’t want to repeat what has 
been said here. 

I think that another serious thing about the bill that is being consid- 
ered here is the discriminatory features of it where you would include 
one restaurant doing $100,000 because it belonged to a chain and 
charge it a higher wage rate than its competitor doing the same 
amount of business. 

I think this is a very serious consideration that the members of this 
committee certainly should think about. 

I cannot see that bringing in 5 percent of the employees of this great 
industry and giving them a higher rate and penalizing the people that 
have more than one restaurant is a fair deal at all for anybody. 

Let me conclude here by saying that I think that a national mini- 
mum wage applied to the restaurant industry is impractical. It is not 
possible for a national] law or national wage administrator to set a 
minimum wage and allowance that would give proper credit to a 
restaurant worker’s wage. 

I think a drastic wage increase, which all our figures show would 
occur if we had a national minimum wage, would reduce sales unques- 
tionably and work a hardship on budgeted families and medium and 
low income customers. 

Those are the customers we have in our restaurants, family restau- 
rants. 

I think if you gentlemen check, you will find there are very few low- 
priced family service restaurants in any area in this country that have 
a high minimum wage. Go to San Francisco and try to find a family 
restaurant where you can take your family and get a meal at a 
reasonable price; you just can’t do it. 

I think if you get your wages too high in this industry, you are 
going to eliminate that family business. I think this would be infla- 
tonary. I think it would affect the employment of thousands of 
marginal or unskilled workers which has been mentioned here by 
Mr. Power. 
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I think there is no question about it. 

For these reasons, and many others, I do not think it is a practical 
thing to extend this minimum wage law to the restaurant industry. 

Thank you. 

(The formal statement of Mr. Marriott follows :) 


STATEMENT OF J. WILLARD MARRIOTT, PAST PRESIDENT, NATIONAL RESTAURANT 
ASSOCIATION 


Mr. Chairman and members of this subcommittee, my name is J! Willard 
Marriott with business address at 5161 River Road, Washington 16, D.C. I am 
president of Hot Shoppes, Inc., which operates Hot Shoppes restaurants and the 
Marriott Motor Hotels. I am also past president of the National Restaurant 
Association. For over 30 years I have been actively engaged in the business, 
principally in the Washington, D.C., area. My company is deeply concerned 
with current proposals to apply the Federal Fair Labor Standards Act to the 
restaurant and hotel industry. 

The suggested minimum wage of $1.25 an hour would impose a prohibitive 
and unnecessary wage increase on our business—not because our wage scale is 
low, but because a national wage law will not and cannot allow adequate credit 
for fringe items which are part of our employees’ total wage—lI speak of tips, 
laundry, and meals. Let me give you two examples: 

This week I questioned one of our newest minimum-wage employees who works 
for wages and tips. He had no previous experience. His first 3 days’ income 
in tips alone was $10, $16, and $26, respectively. Add to this his daily wage 
of $6 (75 cents an hour), his meals, uniform, laundry, insurance, etc., valued 
at least $3 per day, and you get approximately $24 a day, or $3 an hour. If we 
add to this the value of a paid annual vacation, double pay for holidays and 25 
percent discount on take-home purchases, this young man doesn’t need any 
increasein pay. Yet his cash wage is only 75 cents an hour. 

I interviewed another minimum-wage employee who works in the kitchen 
of one of our restaurants, but who is not in a position to receive gratuities. She 
receives a basic wage of $7.04 per day (88 cents an hour), but in addition, meals, 
uniforms, laundry, insurance, etc., for an additional value of approximately $3 
a day, or an effective total daily income of $1.25 per hour. Yet the cash wage 
is 88 cents an hour. 

H.R. 4488 makes no allowance for tips or gratuities or other employee bene- 
fits in its definition of wages. In virtually every State in the Union where a 
minimum-wage law regulates the restaurant industry, some allowance, always 
inadequate, is made for tips and meals as part of the income of the employee. 
H.R. 7490 does contain a provision directing the Secretary of Labor to set an 
allowance for the fair value of tips; however, in our opinion, this proposal is 
very unworkable. There is no practical way to give proper wage credit for tips 
or meals. One worker may make $5 a day and another $20 a day in gratuities, 
depending on the type of restaurant, the ability of the worker or the area of the 
country involved, and no employee is going to report actual tips when such 
reporting will reduce the cash wage. Three meals a day for a worker repre- 
sents a big part of wages, yet rarely has a wage board granted more than 60 
cents per day as part of wages. Likewise, uniforms are another wage item 
for which credit is rarely given. 

The restaurant business is strictly a local business. A reasonable minimum 
wage in a little town of Alabama may be a starvation wage in a big city like 
New York, and a living wage in New York may be disastrous to a local business in 
a midwest town where costs and prices are much lower. 

Any one of these are reasons why the national minimum-wage law cannot 
equitably apply to a local business like ours. We have family restaurants. The 
family, as you know, isa budget customer. Any radical increase in prices cansed 
by wage increases would seriously affect the family restaurant in this country. 
Try to find medium-priced family service restaurants in a high minimum-wage 
area, such as San Francisco—they just don’t exist. 

In conclusion, I would like to say that the extension of the Federal minimum- 
wage law to our industry is unworkable and impractical and would cause serious 
inequities and industry dislocations. 

The bill under consideration is highly discriminatory because it sets a high 
wage for one restaurant while leaving its competitors untouched. 
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It is impractical, if not impossible, for a national law or national wage admin- 
istrator to set a minimum wage and allowances that would give proper credit 
toa restaurant worker’s wage. 


A drastic wage increase, which this law would require, would reduce sales, 
work a hardship on the budgeted families and medium- and low-income cus- 


tomers. It would be inflationary and affect the employment of thousands of 
marginal or unskilled workers which characterize this industry. 


For these reasons, I strongly urge that the national minimum-wage law be 
not extended to the restaurant industry. 

Mr. Power. Mr. Chairman, our next witness will be John Sabatos, 
who is vice president of the Bickford organization, operating in sev- 
eral States throughout the Nation. 


STATEMENT OF JOHN 0. SABATOS, VICE PRESIDENT, BICKFORD’S, 
INC. 


Mr. Sazaros. Mr. Chairman, members of the committee, I believe 
I will skip the first paragraph and anything that pertains to the State 
of Pennsylvania, because you have tables there, in order to conserve 
time. 

However, I would like to comment very briefly on the second para- 
graph and that is with respect to the difficulty in passing on increased 
costs to the customers. 

You will not find this in this document, but I have verified it as of 
yesterday with our California operations. 

I will give you this figure: In September 1959, because of the fact 
that we have collective bargaining on a citywide basis in San Fran- 
cisco, we had an 814-percent increase across the board. 

That made an added cost of $260,000 a year in round figures to our 
operations, laborwise. 

In 1959 we had a gross profit of $32,000 for some 50-odd restaurants 
in the San Francisco Bay area. 

In January 1960, we had $120 before taxes. We are experiencing 
real difficulties. 

We tried to pass on these increases. We were all confident that the 
public would support us, but they are not. We went to 15-cent coffee. 
We had to go back to 12 cents. 

We had other prices increased ; we had to go back. 

It did not turn out the way we all anticipated in San Francisco, 
that the public would support the type of wage increase that we 
granted. 

Now, with respect to the volume-of-business test, we have a small 
coffee shop in the city, Paterson, N.J., of some 160,000 population. It 
is very small. We do approximately $2,200 per week or $115,000 per 

ear. 

Almost directly across the street is another restaurant doing $365,000 
a year conservatively. 

Yet our little operation, because it is a part of a chain group, would 
be subject to the Federal wage-and-hour account if it were enacted, 
whereas the large operation would not. 

As far as I can determine, in this city of 160,000 people, there would 
be only two. The other would be these little White Tower operations 
that yousee around intheeastern partofthecountry,. = 

I firmly feel and I feel you would, too, that that is discriminatory 
and punitive on a certain segment of the industry. 
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With respect to the volume of business test, again I would like to 
call your attention—we do not have the comparison in our industry 
that you have in the retail industry in general. We do not have a Gim- 
bles or Macy’s to compare with the little local retailer. 

All of us are compared by the price range we are in. 

We do have some other type of operations. To try to apply the same 
test obviously is very illogical. 

Now, with respect to another angle that I believe is extremely im- 
portant that you should think about and consider because you can 
verify this entirely on your own, you don’t have to take my word, 
that is the dollar productivity per year per employee. 

To us that is extremely important. To the best of my ability in 
our operations and other similar operations we have determined that. 
we derive about $5,800 to $6,600 annual sales income per employee. 

Now, gentlemen, contrast that with some other retail operations, and. 
you can substantiate these figures for yourselves if you want, and you 
will see a very severe difference. 

For instance, A. & P. derives $30,666 per annual sales income as: 
against our $5,800 to $6,600. 

You can go the whole gamut down to Walgreens, which is $11,680 
per year sales per employee. 

Now, I think you can begin to understand that any further dis- 
turbance, radical disturbance, of the cost ratios in our industry would 
have just as radical result in the industry. 

Again I would like to go back to experience and cite one example if 
I may, because I have stated that we operate in California. 

Over a period of 20 years we have had industrywide collective bar- 
gaining and the changes have been gradual, very gradual, year by 
year, year by year. It has not been a sudden dramatic change in the 
wage structure there. 

We have tried to adjust as we went along, but here is the result : 

In 1956, before I became president of the National Restaurant As- 
sociation, I made an intercompany study as to the numerical number 
of employees in relation to wages and other factors. 

We came up with this astounding survey result. This is all based 
on dishwashers because that is one job that is comparable wherever it 
may exist in the country in our operations. 

For every three dishwashers we had in New York, we only had two 
in California. ; 

Now, this was not because of any arbitrary action on our part. It is 
a matter of necessity which I cited before. 

Now, how much more we can cut down employment, I cannot see. 
Somewhere along the line our service and other factors are going to 
suffer very severely. Bt get) 

I wish T had time, but I haven’t, so I am not going to go into it be- 
cause I have made a study over some 20 years of the imbalance that 
has come into our industry. It is something that concerns us very 
seriously in management at all times between food cost and labor cost. 

We have reached a point some time ago where we all realize that 
only a very small margin of cost can we pass on to the customer. 

I have cited the situation in San Francisco. We had a similar sit- 
uation in New York where the customer resists. You just lose him or 
he will eat less often with you. 
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Now, when I was a store manager years ago I had a food cost of 
48 to 50 percent and I had a labor cost of 18 percent. 

Now, granted, that the economic factors were more stable, you had 
no inflation, there were many things relatively stable in relation to each 
other, but over a period of time where these costs began to change, 
percentage labor cost against sales, which is the way we measure these 
things, has increased to 25 percent, 27 percent, 28 percent, and so forth. 

But at the same time we had to take it away from the customer. 
Your food cost went down to 45 percent to the dollar, 38, 29. 

In California we have 28 and 29 percent food cost. That is all the 
customer gets for every dollar he spends in our restaurant. 

We cannot help ourselves. How much farther can we go in this 
trend by having these upsetting influences instead of the gradual 
change ¢ 

If we could mechanize, if we could have automization the way they 
have it in other industries, well, I would be the happiest man to pay 
a $1.80 minimum. 

But still we have to have justification for it. We cannot artificially 
create these things. 

Now, I believe I have covered my points. I don’t want to cover any 
of the others. I believe I have given you something that warrants con- 
tinued exemption of this industry. 

(The formal statement of Mr. Sabatos follows :) 


STATEMENT OF JOHN O. SABATOS 


Mr. Chairman and members of the subcommittee, my name is John Sabatos 
and I am actively engaged in the restaurant industry with Bickford’s, Inc., which 
operates restaurant facilities and commissaries in Massachusetts, Connecticut, 
New York, New Jersey, Pennsylvania, Maryland, Florida, Ohio, and California. 

I appreciate the opportunity to present to this committee the effects the Fair 
Labor Standards Act will have on the restaurant industry in the State of 
Pennsylvania according to the studies conducted by the National Restaurant 
Association. On the last page of my statement is a table showing current hourly 
wage rates for various job classifications paid in restaurants in the State of 
Pennsylvania. The table also shows projected hourly wage rates should a 
Federal law of a $1 an hour and $1.25 an hour be applied to the restaurant in- 
dustry in Pennsylvania. This table shows that if the Federal minimum wage of 
$1 an hour should be applied in Pennsylvania, payrolls will be forced up at 
least 11.1 percent. A $1.25 Federal minimum wage applied to the restaurant 
industry in Pennsylvania will force our wages up at least 32.3 percent. 

In many industries, wage increases can be passed off through increased prices. 
This is not true, however, in the restaurant industry. The public is far more 
sensitive to prices of restaurant meals than any other major commodity. The 
reason or explanation is quite simple. There is an immediate economic alterna- 
tive available to the vast majority of the eating-out public. The housewife can 
and will feed her family at home or the working man will carry his lunch if they 
feel restaurant meals are priced too high. A 15 percent increase in menu prices 
will unquestionably sharply curtail sales in our industry. Nor will the drop 
in sales be substantially offset by the fact that competition will also be forced up. 
Competition as we said earlier comes from the housewife, from her family budget, 
and from the widespread increase of frozen foods, frozen complete dinners, and 
other convenience items produced and merchandised on a low-cost, mass-produc- 
tion basis through supermarkets. If prices are forced up to the extent indi- 
cated by our evaluation of this law, families will eat at home and workers will 
return to the lunchpail. 

I would like to comment on the volume of business test as a criteria for 
application of the Fair Labor Standards Act to the restaurant industry. I would 
in particular like to point out the discriminatory effect of the $1 million test 
with respect to an individually owned restaurant or to a group of restaurants 
under single ownership or control. Example: Bickford’s operates a coffee shop 
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in Paterson, N.J., a city of about 160,000 population. This restaurant’s sales are 
approximately $2,200 per week, or about $115,000 per year. In the immediate 
vicinity, another restaurant, individually owned, it is conservatively estimated 
maintains a sale volume of about $365,000 per year. Under the volume of busi- 
ness test this individually owned restaurant would be exempt from the Fair 
Labor Standards Act and the small-volume Bickford coffee shop would be sub- 
ject to the act, because it is a part of a group operation whose total sales are 
over $1 million per year. The discriminatory and punitive effect of such a test- 
of-volume criteria is self-evident, and needs no further elaboration. 

The volume-of-business test cannot be applied in the restaurant industry as it 
can be applied in other segments of the retail-service field. For example: each 
individual store like Macy’s, Gimbels, etc., has an annual sales volume of many 
millions of dollars by comparison with relatively small annual sales of neigh- 
borhood retail stores. There is no such basis of comparison in the restaurant 
industry. This sharply emphasizes that the volume-of-sales test cannot be equi- 
tably applied to the restaurant industry. 

The restaurant industry differs from other retail-service industries in another 
very important and vital respect ; i.e., the annual dollar sales volume productivity 
per employee. The annual sales volume per employee in an average price 
restaurant is approximately $5,800 to $6,600. By comparison, I would like to 
cite a few examples of annual sales volume per employee of a few other retail- 
service industries. 








Number of Annual sales | Annual sales 

employees per employee 
BC PF 2c a ckeckdgnan toss stebingtavsckéeeenquabavdthinen 135, 000 | $4, 139, 966, 000 $30, 666 
OS ici: cblisbade tiie apiGi edna een eu tenabs sedate Venetians 185,000 | 3, 306, 826, 000 17, 874 
ie 6 GRE Ris oR RRL GER 2. oh es 54, 257 | 1, 932, 243, 000 35, 618 
A A Ef Ee ET 75,000 | 1, 220, 085, 000 16, 267 
NE BRIE... cna covendatiiasaectiien oninihinatibel mid 30, 800 581, 901, 000 18, 892 
Bia scans cancnt bacnatcbudde pn anecebesstongwensewene 29, 000 494, 366, 000 17, 047 
BE SPE: «Lik va lin dunce Piglet deepal bane pene ees 13, 444 410, 053, 000 , 500 
Ry SRT a FS end Bs Se et 24, 000 376, 422, 000 15, 684 
We Nd tp acmsspiatchahbbbenoosedvkeodonincssabian 27, 800 351, 849, 000 12, 656 
UL Sai 0, RL geile in Fok, Sod 16, 500 192, 735, 000 11, 680 














It is thus understandable that any further disturbance of the cost ratios 
in relation to sales volume would have a severe effect on the restaurant in- 
dustry. To force the industry to recapture increased labor costs through price 
increases, the only avenue now left, would be placing the industry under an 
extremely difficult handicap. The industry price levels are at a point now 
where any further price increase would meet with serious customer dissatis- 
faction and consequent drop in customers and sales. 

I wish that time would allow to develop more fully the unbalanced situation 
that has been developing over the years with respect to cost ratios as meas- 
ured against sales in the restaurant industry. As an example, to cite one such 
unbalanced cost ratio, percentage labor cost against sales has just about doubled 
in the past 20 years. Contrast a 30 to 35 percent (and higher in some geo- 
graphic areas) of sales labor cost in the restaurant industry with 11.5 percent 
in retail, 7.2 percent in foodstores, 15.3 percent in general merchandise, 14.3 
percent in furniture and appliances, 12.7 percent in drugstores. These contrasts 
further accentuate the differences between the restaurant industry and other 
retail-service industries. 

It is well known that the restaurant industry is a large employer of marginal 
labor, with few geographical exceptions. I would like to cite an example of 
the effect of continued increases in labor costs on marginal labor employment. 
The San Francisco Bay area has had in effect industrywide bargaining for a 
number of years. During those years payroll percentage costs rose steadily 
because of inability to recapture added costs through price increases. As a 
result, the industry has been forced to reduce the numerical number of employees 
in relation to sales. As an example: a comparative study in 1956 reveale | that 
for every three dishwashers in New York there were two in San Franc‘sco. 

Nationally, there are wide geographical wage spreads in the industry. It is 
obvious that an attempt to standardize wages through the Fair Labor Standards 
Act would have a radical effect on payroll percentage costs. Changes in the 
minimum wages would have a corresponding effect on all job classifications in 
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restaurants, so that the total effect in some geographical areas would be to 
increase the payroll by as much as 50 percent. 

It is evident from the recital of the foregoing data, that the restaurant in- 
dustry’s problems and situations are such that continued exemption from the 
Fair Labor Standards Act is warranted and valid. 


TABLE I.—Survey of wages paid by restaurants in Pennsylvania and projected 
effects of proposed changes to the Fair Labor Standards Act 

















| Number of Current Hourly rate | Hourly rate 
Job category employees hourly at $1 mini- | at $1.25 mini- 
| rate ! mum ? mum ? 
| 
| | 
er es ein ee eee Moet ashame Sts | 96 | $0. 79 $1. 00 $1. 25 
BROUOT 65 dep sss0ca-Sc Dich tated Sogo taetbasdie ee 147 | . 84 1. 00 1. 25 
ONE Ae anos natant ccnenusine Mins ae hice 44 | . 92 1.06 | 1.30 
eG ae RR aS EER ae aa ae } 843 | . 97 1.10 1,33 
Food checker. - -.....-.-.- J 16 | . 98 1.11 1, 34 
NG osc Eiitiees nas cits dois ape dans debe aby ident Al | - 98 | L111 1.34 
Ee Si le SE RE 279 1.05 | 1.16 1.39 
oo By SLA a Sere See aig oF | 246 | 1.07 | 1.18 1.41 
Welpeteeen MO e 5a eo 233 | 1. 07 | 1. 18 | 1.41 
Na Bick aiey in da ~ 3e8 oeeicisg isp ~ic, 82 | 1.09 | 1. 20 1. 42 
ee cndventtedie ons acnssecesane ‘ 194 | 1.12 1.22 | 1, 44 
RS es 151 | 1.16 | 1, 26 | 1. 48 
0) | a ee oe a 8 332 | 1.19 | 1. 29 | 1. 51 
Baker’s assistant__._._____- SEM Depa SOT -| 16 | 1. 20 | 1.30 | 1.51 
oe ee ee siemens 11 | 1. 25 1.35 | 1. 56 
8 ae ee ae } 473 | 1.39 1. 49 | 1. 69 
os teak a RRS OR ES Bh ee ee | 70 1,45 1. 55 1.75 
DE t04 255... 1 chbideddoku~cesuakesel 480 | 1. 49 | 1. 59 1.79 
DT ... ... .chdiik) dale die 20) 4d a be saad 76 1. 54 | 1. 64 | 1. 84 
SES ECS AY Ses a eee eee eee 13 1. 62 1. 72 | 1.92 
Baker.__- =< ckmin dion SE ep ee ae 40 1. 65 1.75 1.95 
OS a RS ese ea Sr aie ae aA 157 | 2.11 | 2. 21 2.41 
RS ack RS dey ARs ste << a 1, 803 . 63 73 . 93 
0 SS iia eee 62 75 | . 85 | 1.05 
Waitress, part___- ag ieee Ce 512 | 77 . 87 | 1.07 
vicinal Mis Clin Bi notte Bee w memes 243 | 77 . 87 | 1. 07 
OS ee a ee 6, 660 | . 99 1.10 1.31 
———_—_—_————= } ————_——————— — SS 
Percentage increase ___...........-...---------- eS |oneoeeeeeeeees 11.1 32.3 





1 Current rates shown were established by a survey conducted for the National Restaurant Association. 

2 Wage differentials for various job categories are projected on an arbitrary method. The methods 
employed are extremely conservative. Comparisons with areas where $1 an hour minimums are cur- 
rently in effect indicate forced wage increases under projected rates are understated by 21 cents an hour 
or by over 17 percent. 


Source: National Restaurant Association. 


Mr. Power. Our next witness, Mr. Chairman, is Andrew J. Crotty, 
from Crotty Bros. in Boston. 

May I suggest that you confine yourself to the competition between 
schools and hospitals. 


STATEMENT OF ANDREW J. CROTTY, JR., PAST PRESIDENT, 
NATIONAL RESTAURANT ASSOCIATION 


Mr. Crorry. Mr. Chairman and gentlemen of the committee, our 
company has been 30 years in business and has in that time devoted 
itself exclusively to the industrial restaurant end of the business, 
factory feeding and in office buildings, lately into colleges and hospi- 
tals in the past, say, 7 or 8 years. 

Because of the time element that is permitted for the employees 
of a factory or an office building to eat, we have about an hour and 
a half at noontime to take in money and sell our products. 

Of necessity, that makes a terrifically short day. True, we have 
some breakfast business. 
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There is no dinner business except when a plant is working extra- 
ordinary hours and management calls for overtime and then we are 
ready to furnish the necessary food to make that overtime possible. 

I notice in this proposed Dill that in the event a manufacturer 
should do that business for himself, should hire his own people and 
staff his own restaurant, the hospitals and schools particularly, he 
would automatically be exempt by this act. 

But we have proven over the years by our work with the indust: 
that we can do a terrifically more eflicient and more economical jo 
for the manufacturer, for the insurance company, for the school and 
the hospital, but in the case of the schools and hospitals, they found 
themselves in terrific difficulty running their food and they have found 
that people like ours, there are many in this type of business, can be 
in there and operate that food department very much more efficiently 
and very much more economically than they can, themselves, 

They hire an organization, they don’t depend on one person to 
runthat. It has worked out beautifully. 

In this thing as written if we as entrepreneurs or company went into 
that hospital, school, or college to run that food service, automatically 
we would come under the act, but the hospital would not. 

We think that that is most discriminatory. 

You are putting a penalty on us. Why? We are going to do them 
a job: we are going to save them money. 

Immediately, because we go into that hospital or school as contrac- 
tors, as private business, we are penalized. 

Naturally it is going to just about throw us out of the picture. 

This is a necessary job; this type of food service. This is a very 
serious thing and is most discriminatory in our estimation. 

Naturally, up in Massachusetts we are under a wage and hour 
law. We have $1 an hour. We are very familiar with it. 

Due to the shortage of time—I have my statement here and all the 
rest of it, but I don’t want to take the time because you have asked us 
to cut our talk as low as possible—we feel very definitely 

Mr. Lanprvum. I assure you that these statements are going to have 
careful study. 

Mr. Crorry. Thank you very much, Mr. Chairman. 

But we feel the restaurant industry should be exempt from the 
effects of this act. 

Thank you. 

(The formal statement of Mr. Crotty follows :) 





STATEMENT OF ANDREW J. Crorry, JR., PAST PRESIDENT, NATION AL 
RESTAURANT ASSOCIATION 


Mr. Chairman and members of this subcommittee, my name is Andrew J. 
Crotty and I am a past president of the National Restaurant Association and a 
member of the government affairs committee of this association. I have 
been actively engaged in the restaurant business for the past 30 years. The 
principal office of my firm is in Boston, Mass. I would like to speak to you 
briefly this morning about the effects our studies indicate the Federal Fair 
Labor Standards Act will have in the State of Massachusetts. 

On the last page of my testimony, there is a table which gives current hourly 
wage rates according to job classifications for employees in the city of Boston. 
The total number of employees reported are 7,094. It does not appear that a 
Federal minimum wage of $1 an hour will have too substantial an effect on the 
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restaurant industry in Massachusetts. As the committee undoubtedly knows, 
Massachusetts presently has a $1 an hour minimum wage. Actually in Massa- 
chuetts the restaurant industry is regulated under a State minimum wage 
requiring $1 per hour for nonservice workers. Service workers are required to 
be paid 70 cents per hour. Thus, in Massachusetts, we have an allowance of 
30 cents an hour for tip employees. Massachusetts law also provides an allow- 
ance for meals not to exceed 50 cents a meal, or two meals per day. Pre- 
suming the same sort of allowance for tips and meal would be made under a 
Federal law, there would be no effect on Massachusetts restaurant wages under 
a $1 an hour Federal law. There is one exception, however; under Massachu- 
setts law, employees are permitted to an allowance for meals even though meals 
are not considered part of their income under Federal internal revenue laws, 
Therefore, it is possible under Massachusetts law to provide an employee meals 
without charging him income taxes thereon. Under the proposals before this 
committee, if there is an allowance for meals, meals must be served for the 
convenience of the employee. This would require the employee to pay income 
taxes on the value of the meals. Thus the Federal law could have the curious 
effect in Massachusetts, if the $1 minimum were required, of increasing the 
taxes of every employee approximately 2 cents an hour and reducing his take- 
home pay in that amount. 

It is interesting in examining the current hourly wages in Boston, to observe 
how conservative our projected hourly rates with a Federal $1 hourly minimum 
for the entire Nation actually were. In Massachusetts with a $1 minimum, our 
average hourly wage is $1.21. Under our projected rates for the Nation with 
a $1 minimum, we assumed a national average hourly rate of only $1.18. 

A $1.25 minimum would have a very definite effect on wages paid in the 
Massachusetts area. The increase in payroll would be at least 17.4 percent. 
Frankly, I believe from our experience in Massachusetts that this figure is quite 
conservative. We have reported on the fourth column of the table in the back 
rates from a current union contract in the Boston area. It is interesting to 
note how many wages in Boston would under this contract be substantially 
increased with the enactment of a $1.25 hourly minimum wage. The union 
contract also illustrates how conservative we are in our estimate as to the 
maintaining of differentials between the various job classifications. 

In my own operation, Crotty Bros. out of Boston, we are engaged in the 
inplant feeding operation of the restaurant industry. It has been pointed out to 
this committee by previous witnesses how high labor costs as a percentage of 
sales is for the restaurant industry throughout the country. Our survey for 
the Nation indicates that labor costs are approximately 30.6 percent. In the 
inplant feeding operation, we estimate that labor costs are at least 42 percent 
of sales. This is a considerably higher labor cost as a percentage of sales than 
the restaurant industry generally. Thus, in inplant feeding operations, we 
calculate a labor cost at approximately 40 percent for nonsupervisory help. 
This high labor cost is a cost explained by the fact that restaurant operations 
in inplant feeding are called upon to operate at unusual hours for short periods. 

The high labor cost as a percentage of sales in the inplant feeding operations 
indicates that the meals of factory workers and also in schools and hospitals 
will be substantially increased if the wages of the order projected by our studies 
are accomplished. Whereas we predict an increase of 10 percent in menu prices 
throughout the Nation, we feel in inplant feeding operations that menu prices 
will increase well over 30 percent. 

One further comment I would like to make with regard to both H.R. 4488 
and H.R. 7490, under both of these proposals as we interpret them, employees 
in hospitals and schools would be exempt. Literally thousands of hospitals 
and schools throughout the country contract out their eating operations. This 
permits them a more efficient management and more knowledgeable management 
with a result that their costs are substantially reduced. Under all proposals 
to amend the Fair Labor Standards Act, a contract operator’s employees in a 
school or hospital would be covered under the act. Thus we have a curious 
situation where a hospital can hire their own employees to operate their feeding 
facilities but if they try to effectuate an economy and efficiency through con- 
tracting their feeding operations, then by law they would be required to pay 
substantially greater wages. This is discriminatory legislation of the worst 
order. Frankly, we cannot see how this type of result would benefit anyone. 

We recommend that the exemption for the restaurant industry be continued. 
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TaBLE I.—Survey of wages paid in restaurants in Boston, Mass. and projected 
effects of the proposed changes to the Fair Labor Standards Act 














Number Current Hourly | Rates from 
Job category of em- hourly rate, at current 
ployees rate $1.25 mini- union 
mum contract 
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Percentage increase over current rate_................-. 




















Source: National Restaurant Association. 


Mr. Power. Mr. Chairman, our next witness will be Mr. Dick 
Williams, who is legislative chairman for the Ohio State Restaurant 
Association, and active restaurant owner. 


STATEMENT OF RICHARD WILLIAMS, CHAIRMAN, LEGISLATIVE 
COMMITTEE, OHIO STATE RESTAURANT ASSOCIATION 


Mr. Witu1ams. Mr. Chairman and members of the committee, to 
respect your request for brevity, I am going to lay my statement aside 
and comment on two points. 

I have my exhibits here which I would like to submit for the record 
and also I have a copy for you, Mr. Chairman, if you would like to 
look at them while I go through them. 

(The documents referred to follow :) 
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Exarsir IT 
Columbus, Ohio 





Proposed rate__. $1.25 $1.20 $1.15 | $1.10 $1.05 $1.00 





Percentage of increase over our 


present rate.......-.- 54 48 42 36 30 23 
Current daily payroll.._......-_| $1, 157.93 | $1,157.93 | $1, 157.93 | $1,157.93 | $1, 157.93 | $1, 157.93 


Cost of proposed increase -- . -- 652. 28 555. 81 486. 33 416. 85 347. 38 266. 32 





Increase in payroll for year | 
(open 306 days plus 2 paid 
holidays) , 192, 586. 24 | 171, 189.48 | 149, 789.64 | 128, 387.80 | 106, 993.04 | 82, 026. 56 
Profit for 1959... --- ahaceet 59, 206. 11 59, 206. 11 59, 206. 11 59, 206. 11 59, 206.11 | 59, 206. 11 
| 








Potential loss for 1959 


operation 133, 380. 13 | 111, 983.37 | 90, 583. 53 69, 183.69 | 47, 786.93 | 22, 820. 45 




















Columbus, Ohio 
Rates on the current payroll: 





WiOwiinwe Vetes tA ee eee es $2. 55 
Miminvin rate (weltrens) ol cl i i eben . 81 
pe Ee) a ne of . 85 
a a a 1.13 





When we went from 48-hour week to 44-hour week the average hourly rate 
went from $0.85 to $1.03, or an increase of 21 percent. 

When we went from 44-hour week to 40-hour week the average hourly rate 
went from $1.03 to $1.13, or an additional increase of 10 percent. 

The total percentage of increase from the 48 hour to the 40 hour week was 33 
percent. 

Uniform cost for 1959 was $4,741.78. 

Cost of laundering uniforms was approximately $5,000. 

Cost of hospitalization, sickness and accident, and life insurance was $4,809.88. 

Cost of two paid holidays per year, approximately $2,315.86. 

Value of vacation pay, $11,580. 

Meal value, approximately $7,050.24 per month; for year, $88,602.88. 

Our restaurant is open from 6:30 a.m. to 8 p.m. 

The periods from 11 a.m. to 1:30 p.m. and from 5 p.m, to 8 p.m. produce 81 
percent of our volume, although these same periods only represent 41 percent 
of the time we are open. In effect this means that only 19 percent of our volume 
is produced by 59 percent of the time that we are open. 


Mr. Wiuu1aMs. This statement, on the far right, covers our 1959 
operation. This was taken from our balance sheet which shows that 
our total sales were $1,187,557. 

Our net profit before taxes was $59,206. 

For the first 3 months of 1960, in the month of January, we did 
a total sales of $90,495, with a net profit of $896. 

In February of 1960, after total sales of $80,777 we had a total loss, 
and this was before taxes, also, of $690. 

Now, in March we were a little more fortunate. The total sales of 
$94,000, we had a net profit of $2,340. 

Now, we took these figures, our 1959 figures, and projected what 
would happen to us if we were forced to pay the $1 to $1.25 minimum. 

In exhibit 2 you have $1.05 increments to $1.25. Based on our 
1959 profit of $59,000, having to pay a dollar minimum, we would have 
lost last year $22,820. 

At $1.25, based upon 1959, our profit, we would have lost $133,380. 

Now, it 1s quite apparent, poh sam! that these are fantastic losses 
that we cannot afford to sustain and stay in business. 
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I think the general impression is, and it is a misconception, that 
we in the restaurant industry are not doing anything for our people, 
that they are underpaid. That is not true. 

To substantiate what Mr. Marriott has said, this is what we have 
attempted to do in the last 4 years to upgrade our people. 

We have priced as Mr. Sabatos ait we all do. We want to do 
the best we can for our people. 

Roughly 5 years ago we attempted to go from a 48-hour week to 
a 44-hour week. In so doing we raised our hourly rate from 85 cents 
to $1.08, a total increase of 21 percent on our payroll. That is what 
it cost us. 

Here, several months ago, we went from a 44- to a 40-hour week 
which raised our hourly rate from $1.03 to $1.13. 

This additional increase cost us 10 percent, which we are happy 
to do, but it also cuts down on our margin which we can see for 
the first 3 months of this year. 

The total increase from the 48 hours, to the 40 hours, was a total of 
33 percent, which is what it is going to cost these other operators who 
are still on the 48-hour week. 

Now, uniform costs for 1959, a factor which is never considered, 
because all of our employees in this industry receive freshly laun- 
dered uniforms at no cost to them—in no other industry does this 
occur—that alone costs roughly 5 cents per hour. 

They have free hospitalization, sickness and accident, two paid 
holidays, vacations running from 1, 2, 3 weeks; meal value alone 
figured conservatively at 20 cents an hour, and I get this 20-cent 
figure from the union officials in Cleveland, amounts to $88,602 per 
year for our one store alone. 

Now, another factor which I believe Mr. Crotty brought out, and 
that is the peaks and valleys in our business. The periods from 
11 to 1:30 and 5 to 8 are our productive periods. In that short time 
we do 81 percent of our volume. 

This period only represents 41 percent of the time that we are 
open. In effect, what this means is that 19 percent of our volume is 
produced in 59 percent of the time we are open. 

You can say, why don’t you close the place up? If we do, we 
cannot guarantee our people a full weeks’ work. 

We of the Mills organization for 44 years guaranteed our people 
a full years’ work, a full years’ employment, and that is something 
that industry does not do. 

The reason they don’t is because of their high hourly rate, they can- 
not afford to. 

Now, one more point. We have two possibilities, in other words, 
to recapture this money that we are paying in increased benefits 
or will bs forced to pay. We can pass it along to the customer. This 
has been our experience. 

Three years ago we raised our menu prices generally from 10 to 
15 percent. The year following we lost 66,000 customers and ours is 
a volume business. 

We feed over a million and a quarter each year. This last Decem- 
ber of 1959 we again were forced to increase our menu prices from 
10 to 15 cents. We have sustained a loss in customer volume of 250 
to 300 customers a day so far this year. 
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So you see, you —raw'4 reach a point of diminishing returns. 
Thank you very much. 
(The formal statement of Mr. Williams follows :) 


STATEMENT OF RICHARD WILLIAMS 


Mr. Chairman and members of the subcommittee, my name is Richard Wil- 
liams and I have been actively engaged in the restaurant business in Ohio for 
12 years, and I am presently chairman of the legislative committee of the Ohio 
State Restaurant Association, which has more than 3,800 members. 

I appreciate the opportunity to present the effects of the proposed Fair Labor 
Standards Acts on the restaurant industry in Ohio. On the last page of my 
statement is a table showing current hourly wage rates for various job classi- 
fications paid in restaurants in two Ohio cities, namely Cincinnati and Cleve- 
land. The average hourly wage in restaurants of these cities is approximately 
$1.05; which is 2 cents per hour higher than the national average. Even with 
an average hourly rate of $1.05, a $1 minimum would cause a 9.5 percent in- 
crease in labor costs as shown in our table. 

It should be pointed out, however, that this survey only covered metropolitan 
areas. We must remember that there are many smaller communities in the 
State of Ohio and rural areas where this proposed Federal minimum-wage law 
would have a far greater impact than in the cities that were previously men- 
tioned. Our studies indicate that if a $1.25 per hour minimum is forced upon 
Ohio restaurateurs, their payrolls will be increased by at least 30.4 percent. 
Based upon my actual experiences at Mills Restaurant in Columbus, these 
projected survey figures are ultraconservative. I have two exhibits here which 
I would like to file for the record. One is an actual operating statement for 
our Columbus restaurant for the year 1959, and the first 3 months of this year, 
to confirm my experiences. The other is the projected results of these minimum- 
wage bills based upon our 1959 business. 

It is quite obvious that we could not stay in business with such fantastic 
losses, so, We have two alternatives: 

1. By passing the increased costs along to our customers.—Now, let me tell 
you about our unfortunate experience with this practice: 3 years ago we were 
forced to increase our overall menu prices 10-15 percent due to increased costs 
of doing business. As a result of these price adjustments we lost or priced out 
of our market 60,000 patrons the first year, in our Columbus unit alone. This 
past December, we again were forced to increase some of Our menu prices. Our 
experience so far this year has been an additional loss of 250-300 customers per 
day. What our company has realized as a result of these increased prices is 
only 3% cents per dollar sales and a vital decrease in customer count. 

2. By cutting employment.—If H.R. 4488 should extend the Federal minimum 
wage to our restaurants we will be forced in each of our units to reduce the 
employment by 10 percent. 

I would like to comment on the meals allowance under the proposals to amend 
the Fair Labor Standards Act. This act and the bills you are considering pro- 
vide that the Secretary of Labor shall be permitted to set a reasonable allowance 
for the value of meals. We provide, as is the custom in our industry, one free 
meal for each meal period worked. Generally in our restaurants each employee 
is entitled to three meals a day. Union officials in Cleveland recently admitted 
that these meals are worth at least 20 cents an hour. If our employees were 
to pay the retail price for such meals, he would be paying at least $3.50 per day 
for his food. Meals cost our company, in Columbus alone, $88,602.88 figured 
conservatively at $1.60 per day per employee. Besides this, all of our em- 
ployees are furnished freshly laundered uniforms each day at no expense to 
them. This benefit costs our company approximately 5 cents more per hour. 
Our experience is that any allowance set by administrative agencies are always 
grossly inadequate for the vast majority of workers. We do not believe that an 
adequate allowance for meals will be made under this law by the Secretary of 
Labor. Moreover, no allowance will be made for uniforms. 

It is curious that a major effect of the Federal Fair Labor Standards Act in 
our industry, of any allowance made for meals, would be simply to increase 
the taxes of employees since the Internal Revenue regulations would require 
income tax to be paid on such meals. 

It also seems appropriate at this time to comment on amendments which 
were made to the companion bill of H.R. 4488, namely 8S. 1046, before the Senate 
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Labor Committee, with respect to this provision for meal allowance. 
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In the 
bill as presently before the Senate Labor Committee, there is no allowance for 
meals as a part of the minimum wage paid to any employee to the extent that 
it is excluded therefrom under the terms of a bona fide collective bargaining 
agreement applicable to the particular employee. This is indeed an unusual 
provision to be contained in any Federal proposed law. Actually, in effect, it 
would require restaurant operators who are unionized to pay a higher Federal 


minimum wage than nonunionized restaurants. Not only would the unionized 
restaurants be required by law to pay a higher wage but the amount would 
be very significant, generally around 10 percent of the wages. We sincerely hope 
that this committee will not permit any such language to creep into proposals 
to amend the Fair Labor Standards Act. 

Contrary to what some people might want you to believe, that is a business- 
man’s sole purpose and concern is making money is a complete falsehood. If 
we, for a moment, thought it possible to pay a minimum rate of $1.25 per hour, 
and still maintain a healthy business, we would have done it long ago. 

We, in the restaurant industry, sincerely feel a deep sense of responsibility to 
the eating-out public. We also feel a deep responsibility to our employees, 
We must recognize them as individuals, provide them with the best possible 
working conditions and other benefits, and pay them the highest wages our 
business will allow commensurate with their individual abilities, and at the 
same time maintain a healthy business that insures the security of their jobs. 

We sincerely hope this committee, in considering H.R. 4488 and H.R. 7490, 
will consider the job security of the older or middle-aged, unskilled restaurant 
employee as presented in the attached case histories. These middle-aged, un- 
skilled workers are presently useful and employable in our industry at current 
wage levels. If the proposed Federal minimum-wage law is extended to our 
industry, it will be necessary to replace these people by younger, more productive 
workers. 

Gentlemen, we urge you to recommend the continuation of our present exemp- 
tion from the Federal Fair Labor Standards Act. 


TABLE I.—Survey of wages paid by restaurants in Ohio and projected effects of 
proposed changes to the Fair Labor Standards Act 
































Number of Current Hourly rate | Hourly rate 
Job category employees hourly at $1 mini- | at $1.25 mini- 
rate ! mum 2 mum ? 
Busboy..--- PP Ee a eae eae 37 $0. 82 $1. 00 $1. 25 
a fh ee ie mee ¢ PAA. ae: 15 .92 1.05 1. 29 
TN ETL a See E EE ag a 8 ae BE 31 . 93 1.05 1.29 
NS RETIN ES ES ROR EE A 183 94 1.06 1.30 
ES PREETI BAS. 22 | .97 1.07 1.31 
a tel AR mr ill gt 21 . 98 1.08 1.32 
Porter (LS SS a 85 | .99 1.09 1.33 
re ONO a iis wicks Seaciinndsannees 13 1.02 1.12 1. 35 
a hae le RE RE Lah ee ea Sees | 40 1.14 1. 24 1, 46 
ge PA we ATE ESO OU, ad Se ee 76 1.16 1. 26 1.48 
ES SET CS aS Siege Tears 29 1. 20 1. 30 1.51 
OW EO ass dsl ote el as keeenseenebs 5 | 1. 26 1. 36 1, 57 
ag ge a ne > ep APL 5 | 1.35 1,45 1, 65 
ia liad REE i iy it lil STA MEL EARS 219 | 1. 37 1.47 1. 67 
ES pc Send Feat POS A See Dew eee 19 1. 40 1.50 1.70 
EEE LES ARTE TE 64 1. 64 1.74 1.94 
I 54 1.76 1. 86 2.06 
SALT ay 19 | 1.78 1. 88 2.08 
ST ear aT i ie ae -| 4} 1. 84 1.94 2.14 
ied il Sl aS cnn nie oiehitic hms biden | 63 2. 25 2. 35 2. 55 
ttl eR orcs LA pe SE Dh Ra | 406 .71 81 1.01 
ol _. Be OR SR a ESE «bh ts Ea 0 101 .77 . 87 1.07 
OE a ii iiieche oueiids deusidee suf 211 . 83 . 93 1.13 
4s 2a eae ss 4. ae 37 . 83 . 93 1.13 
= - 
ees SOR aR Bo ee SN -| 1, 759 1.05 1.15 1.37 
IE I no rccncnowiidicep canine eben ted, a al ad 9.5 30.4 





1 Current rates shown were established by a survey conducted for the National Restaurant Association. 
2 Wage differentials for various job categories are projected on an arbitrary method. The methods em- 
ployed are extremely conservative. Comparisons with areas where $1-an-hour minimums are currently in 
effect indicate foreed wage increases under projected rates are understated by 21 cents an hour or by over 


17 percent. 


Source: National Restaurant Association. 
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Mr. Power. Mr. Chairman, our next witness will be Mr. G. C. Out- 
law, with the Morrison Cafeterias down in Alabama. 


STATEMENT OF G. C. OUTLAW, JR., MORRISON CAFETERIA CHAIN, 
ALABAMA, LOUISIANA, FLORIDA 


Mr. Ovriaw. Mr. Chairman, members of the subcommittee, my 
name is G. C. Outlaw, Jr., and I have been engaged in restaurant 
business for several years. 

In the interest of brevity, I only want to mention two facts. You 
have my statement on file. 

One of the facts is that the minimum wage will have a more drastic 
increase on us in the South than it will in the rest of the country pri- 
marily because all industrial workers make less in our part of the 
country. 

Of course, they get more for their money down there, it does not 
cost them as much to live, but according to the Bureau of Labor 
Statistics figures in Gadsden, Ala., the average restaurant worker’s 

wage is 59 cents an hour, it will mean a 96- -percent increase for him 
to a dollar and 112-percent increase to a dollar and a quarter. 

Also, I would like to mention that the restaurant industry is in 
its infancy in the South and just started growing as aati 3 by 
the figures that the percentage of restaurant sales to grocery store 
sales in Gadsden is 8 percent as opposed to New York where the per- 
centage of restaurant sales to grocery store sales is 45.9 percent. 

Of course, we are just getting these people out to eat. 

If we have any increase in prices as this would bring about, we are 
going to run them back home. 

It will be a serious thing and it will put a lot of people out of work. 
Whether they will be employed, I don’t know, but it won’t be in the 
restaurant business in the South, particularly your small cities where 
you have an agricultural economy. 

That is about all I hav e, Mr. Chairman. 

Thank you. 

(The formal statement of Mr. Outlaw follows:) 


STATEMENT or G. C. OurLAw, Jr. 


Mr. Chairman and members of the subcomittee, my name is G. C. Outlaw. 
I have been actively engaged in the restaurant business for several years with 
the Morrison Cafteria chain operating in the States of Alabama, Louisinna, and 
Florida. 

I appreciate the opportunity to present to this committee the effects the Fair 
Labor Standards Act will have on the restaurant industry in the State of Alabama 
according to our studies. The study of wage practices of the restaurant indus- 
try in several metropolitan areas of the United States included the city of 
Gadsden, Ala. Gadsden is a relatively small city and returns were not sufficient 
to obtain reliable wage rates for various job classifications. The average hourly 
rate for restaurant workers was one figure we were able to ascertain, however. 
The average for all restaurant workers in Gadsden was 59 cents an hour. We 
do not believe this a reliable figure for the State of Alabama, but we do believe 
it is typical of many smaller cities in the South. Larger cities would be higher, 
of course. I would estimate the average in Birmingham to be about 75 cents 
an hour. The United States as a whole has an average hourly wage for restau- 

rant workers of $1.08. A $1 minimum would force wages up 14.6 percent. A 
$1.25 minimum would force restaurant wages up 37.9 percent. It is not diffi- 
cult to imagine how much greater impact a uniform national minimum wage 
of $1 or $1.25 will have on the restaurants of Gadsden than on the Nation as a 
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whole. A $1 minimum would force an increase of 96 percent. A $1.25 mini- 
mum would force wages in Gadsden up 112 percent. And this assumes service 
workers would be exempt from the law. It does not take into consideration 
any allowance for meals. To the extent an allowance is made for meals, the 
impact will be reduced. 

I might point out people in Gadsden, Ala., do not have to eat out. Asa 
matter of fact, in studying the eating out habits of Gadsden, we have learned 
that restaurant sales in Gadsden are equal to only 8 percent of grocery store 
sales. New York restaurant sales for comparison are 45.9 percent of New York 
groeery store sales. There is no question in my mind there will be no restau- 
rants in Gadsden if even only a $1 minimum wage is required for their restau- 
rant workers. There are at least 200 restaurant workers in Gadsden. How 
many of the 200 would still have jobs if the law required all of them to receive 
$1 an hour? Less than 10 percent make $1 an hour or better now. Does any- 
one actually think that a man now being paid 46 cents an hour will still have 
a job if the law requires that all wages be at least $1? 

In our opinion, Gadsden, Ala., is typical of many smaller cities throughout 
the country. The application of the Fair Labor Standards Act to the restaurant 
industry will have a greater effect on employment in our industry than on any 
industry to be covered under the act. This is because wages will be increased 
so drastically in the restaurant industry. Such an increase will have the nor- 
mal economic effect. As we will explain we honestly believe a 37.9 percent pay- 
roll increase will be necessary. Mechanization will have to be introduced. 
Automatic cateterias will replace the service restaurant; the automatic dish- 
washer will replace human dishwashers; but beyond this effect and even more 
important, borderline employables will be substituted by more productive 
help. Because of the restaurant industry’s ability to pace its work according 
to the individual’s ability to produce, the industry has traditionally filled a 
need in the American economy by offering employment for the unskilled and 
somewhat unproductive worker. As a result, the industry has always provided 
jobs for many hundreds of thousands of employees who might otherwise be 
classified as temporarily unemployable. The restaurant industry provides work 
for the untrained, the transient, people temporarily out of work, individuals 
looking for part-time or temporary employment, and students. 

If the restaurant industry can’t use these people to wash dishes, who can? 
All too often they will be forced to unemployment compensation, public wel- 
fare, or full-time employment. These people, because of their lack of produc- 
tiveness, are invariably paid minimum wage. In the same establishment where 
a cook will receive $2 or $3 an hour, a dishwasher will receive $1. Rightly or 
wrongly, this is a fact; and we wish to bring it to the committee’s attention. 
To force our industry to pay these people a minimum of $1.25 an hour will have 
a tremendous impact on the payroll of the restaurant industry—a far greater 
impact than on those industries which do not employ such a very high percent- 
age of borderline employables. 

These wage increases will force restaurant operators to seek more produc- 
tive help which will reduce overall employment. We believe more harm will 
be done by substantially eliminating any possibility of employing borderine em- 
poyables than good will be accomplished by increasing minimum wages. For 
this reason, we urge you not to eliminate the exemption from the Fair Labor 
Standards Act of the restaurant industry, which has traditionally filled a need 
in the American economy for the employment of personnel of somewhat limited 
productive ability. 

We also ask you to keep in mind that borderline employables are seldom 
heads of household. The social obligation to the individual worker is not the 
same as it is to the sole breadwinner of the family. Through legislation, how- 
ever, it is virtually impossible to make a distinction between the two. If the 
Federal Government is going to assume this obligation, the most practical way 
to make such a distinction is to subject certain industries to the act while leay- 
ing other industries, unregulated or regulated only by State law. This makes 
better sense than the Federal regulation of enterprises strictly on the basis of 
size. If a living wage is an aim of legislation to establish mniimum wages, it 
makes little difference whether employees work for a large or small concern. 
In either place of employment, the minimum standards of living are the same. 
If you want to provide an escape valve for certain borderline employables, if 
you want in a practical way to differentiate society’s obligations to a family 
man as opposed to the individual worker, exemptions of certain industries best 
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equipped to fill this need, such as the retail industry and more specifically the 
restaurant industry, are not only morally justified but may well be morally 
required. 

We therefore recommend that the restaurant industry be exempted from any 
Federal minimum wage legislation. 

Mr. Power. Mr. Chairman, our next witness is Mr. Robert M. Riley, 
who is general manager of the California Restaurant Association. 


STATEMENT OF ROBERT M. RILEY, GENERAL MANAGER, 
CALIFORNIA RESTAURANT ASSOCIATION 


Mr. Ritey. Mr. Chairman, members of the committee, I will make 
my statement very brief. 

In the State of California the restaurant industry pays the highest 
restaurant wages of the entire Nation on the average. As per the 
attached statement here, that was developed by the National au- 
rant Association, they have been most conservative in projecting what 
will result to our industry if this increase takes place. 

In California, we do have a dollar minimum wage that covers the 
employment of women and boys and girls under the age of 18. That 
is $1 per hour and we are permitted to include meals as part of the 
minimum wage. 

The State of California is strongly organized, unionized. Most 
of your areas throughout the State all have union contracts. Under 
our contract we are not permitted to use meals and gratuities as well 
as other benefits as part of the minimum wage for the contract rate. 

Now, our average wage in California is $1.61. Our waiters and 
waitresses in most cases are paid a dollar. Our chefs are paid $2.68 
an hour on the average. 

Now, if this bill is enacted, whether it be $1.10, $1.15, or $1.25, 
and also provision for meals, we question whether the union will permit 
us to use meals and especially tips as well as the other benefits as part 
of the minimum wage. . 

Even though we are paying a dollar, if we are required to pay 
our waiters 10, 15, or 20 or 25 percent increase, it will completely 
disrupt our wage pattern in the State of California. 

The wage increase would not be based upon economic conditions, 
but would be based upon the action of this committee, of our Congress. 

For example, if we were just to give our cooks a $2 increase in ac- 
cordance with this bill, that would be 11 percent; increasing them 
from $18 a day to $20 a day. 

The other cooks, or dishwashers and so forth, from around $11 to 
$13 would be 18 percent. 

Now, we know from experience where an increase takes place every 
other employee right up the line demands the same percentage increase. 
So our increase would be closer to 25 percent in case the $1.25 minimum 
wage is enacted. 

Now, it has also been our experience when the basic minimum wage, 
the industrial wage has been increased, there is a decrease in the 
marginal workers employed in our industry in California. 

Fortunately, we have a large number of elderly people in Cali- 
fornia that seek employment in our industry, in our cafeterias, and 
so forth. In addition, it has been reflected in a decrease in the small 
operator, the so-called mom and pop operators. 
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Also, our family trade, our restaurants taking the family trade, 
suffer a decrease in customer accounts due to the necessary increase in 
prices. 

As the gentleman here stated because of our high wages in Cali- 
fornia, we have been required to develop training programs that have 
resulted on the average that we are able to work or required to work 
with approximately 18 percent less employees than in the State of 
New York. 

In some classifications it is as high as 33 to 37 percent. 

So the operators in California will appreciate it if this subcommittee 
and your committee will give consideration to continuing to exempt the 
restaurant industry from the Federal Wage and Hour Act. 

(The formal statement of Mr. Riley follows:) 


STATEMENT OF Ropert M. RILEY, GENERAL MANAGER, CALIFORNIA RESTAURANT 
ASSOCIATION 


Mr. Chairman and members of the subcommittee, my name is Robert M. Riley 
and I am general manager of the California State Restaurant Association. 

We, the members of the restaurant industry in California appreciate the op- 
portunity to present to this committee the position of the California restaurant 
operator toward the amending of the Federal wage and hour law to include the 
restaurant industry. California pays, on the average, the highest hourly or 
daily wage rate to restaurant employees of the entire Nation. Attached to my 
statement is a table stating the current hourly wages paid by California restaur- 
ants throughout the State. 

California now has a $1 an hour minimum wage for women and children under 
the age of 18. Under the Restaurant Minimum Wage Order of California, the 
restaurant operator is permitted to use meals as part of the minimum wage. 

The restaurant industry in California is highly unionized, and under the 
union contracts, meals as well as other benefits cannot be used as part of the 
minimum wage or union contract rate. 

In view of the strength of the unions throughout California, the nonunion 
restaurants, on the average, pay union rates. As per the enclosed table, the 
lowest hourly rate of approximately $1 is paid to the waiter, waitresses and bus- 
boys plus their gratuities, meals and other benefits. Directing your attention 
to the wages presently paid in California, a study of these wages indicates that 
the National Restaurant Association has been quite optimistic in projecting 
hourly wages should a $1 or $1.25 minimum be enacted for the Nation as a 
whole. Our average hourly wage at the present time is $1.61. Bus boys, food 
checkers and dishwashers in the city of Los Angeles all earn under a $1.25 
an hour. Our top rate in Los Angeles on the average is for chefs. They make 
approximately $2.68 an hour. These figures compared with the national pro- 
jected figures of a $1 an our minimum or even a $1.25 minimum indicate the 
conservatism that the National Restaurant Association has exercised in pro- 
jecting rates. We, frankly, do not see how the national hourly wage in restau- 
rants can be maintained at only $1.42 if a $1.25 minimum is enacted when our 
average is $1.61 and we have several employees earning between $1 and $1.25. 
Fifty-two to fifty-four percent of our employees are waiters, waitresses, busboys 
and busgirls. Therefore, if the Federal wage and hour law is amended to 
include the restaurant industry, providing for a $1.25 minimum and time and 
one-half for all hours worked in excess of 40 hours per week, the wage structure 
of the restaurant industry of California would be completely disrupted. Only 
two areas in California carry the time-and-one-half provision in their labor 
contracts: San Francisco and part of the city of Los Angeles. 

In addition, we cannot comprehend the union’s permitting meals and tips as 
part of the labor-contract rates. 

A Federal minimum wage of $1.25 including the restaurant industry would 
result in the prevailing $1 wage for waiters, waitresses, busboys, and busgirls 
being increased to $1.25 or a 25-percent increase. 

Wage differential is a very important factor whether it be a union contract 
or wages rates within a business firm. Experience has it that when one 
classification receives an increase in wage rate, all other employees, right up the 
line, will demand similar increases. In the case of the restaurant industry 
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of California, a $1.25 minimum rate could mean an increase in all other rates 
from a low of 11 percent to a high of 25 percent. The 11 percent would be on 
the basis of giving the cook only a $2 increase per day—from $18 to $20; fry 
cook—from $14 to $16 per day, a 14-percent increase; or a dishwasher—from 
$11 to $13 a day, an 18-percent increase. These would be the minimum per- 
centage or cash wage increases, and without question, it would be nearer to 25 
percent for all wage rates. A 10 percent to 15 percent increase in the Federal 
minimum wage would also be reflected accordingly in the wage pattern of the 
restaurant industry in California. 

California, because of its climatic conditions, enjoys a greater numbers of 
so-called elderly people, therefore, making available to the service industry 
marginal employees in larger numbers than experienced by restaurant operators 
of other areas. It has been proven in California that as the basic wage is 
increased, there is a decrease in the employment of marginal workers. 

We strongly recommend that the restaurant industry continue to be excluded 
from the Federal wage and hour law. 


TabLe I.—Survey of wages paid in restaurants in Los Angeles, Calif., and 
projected effects of the proposed changes to the Fair Labor Standards Act 







































Number of Current Hourly rate 
Job category employees hourly rate at $1.25 
minimum 

Busboy (part) 248 $1.13 $1. 25 
i eee ee bad ated eine ou dehaapadas 41 1.14 1. 25 
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Dishwasher-_.- ‘ 814 1. 24 1.35 
Potwasher-___- 90 1. 28 1. 38 
Counter bus-- 76 1.31 1.41 
Counter man- — ‘ a . 448 1. 33 1. 43 
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SS MIE <<. ccrincunectienaudhutheeseBduemepeedhbawan ead 21 1. 87 1.97 
ERR EREF ELLER (RARE 7 PE NEIES EE TAYE OT 497 1.91 2.01 
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Source: National Restaurant Association, 


Mr. Power. Mr. Chairman, our last witness will be the chairman 
of our Government Affairs Committee, of the National Restaurant 
Association, who has been chairman for 27 years, and who has served 
on four State minimum-wage boards in the State of New York. 

He is with the Schraft Restaurants in New York City, but operating 
in several States, Adm. George R. LeSauvage. 


STATEMENT OF GEORGE R. LeSAUVAGE, CHAIRMAN, GOVERNMENT 
AFFAIRS COMMITTEE, NATIONAL RESTAURANT ASSOCIATION 


Mr. LeSavvace. I want to ask the indulgence of the chairman and 
the members of the committee, not because I am requesting sym- 
pathetic action, but it may be that I may have to make a request 
before I get through. 
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I am trying to summarize up in three pages what has been said 
here this morning in addition to my own observations. 

I am perfectly willing, after I am heard, to answer any questions 
for any length of time. 

The reason I am asking that personal request, Mr. Chairman, is 
es I am just getting over a heart attack and I am a little short of 

reath. 

Before I get through with this I may have to ask the attorney to 
finish it up. 

I also may put into this statement that I am now 85 years old and 
sometimes it is a little hard to go through these things, but I want 
to assure you I will duck no questions after this is over. 

I want to call, if I might, the attention of the committee to the 
first one or two paragraphs here because I want to refute some of the 
statements that were made here yesterday as to the effect of the mini- 
mum wage and the minimum wage boards in the State of New York. 

I will read to you and then later on, if you want to question me 
about it, I will be very glad to answer. 

He has already stated I have been chairman of this committee for 
the last 27 years. I am more convinced than ever, Mr, Chairman, 
that minimum-wage laws area matter for the States. 

I have made a study of this whole situation for a great number 
of years and I have come to that conclusion that due to the various 
conditions, the various kinds of restaurants—in our own company I 
think we have some 100 restaurants. There are no two of them ex- 
actly alike; they operate under different conditions, in different neigh- 
borhoods, and under various other conditions. 

I served on four minimum-wage boards in the State of New York. 
I want to say truthfully and emphatically that when we reported to 
the labor commissioner and which was adopted by the New York 
State as its minimum-wage law, in every single case, and I served on 
four of them, that our verdict and our recommendations, myself, who 
represented industry, and the various labor organizations, came to a 
unanimous decision. 

There was no dispute in any of the four labor boards that I sat 
on between labor and industry on the final report that we made to 
the Governor. 

I think that is a record that we are very proud of. 

But, certainly—and I am interpolating this a little bit which will 
probably save some time before I get through—in every case the Gov- 
ernor signed those bills. 

I think that some of the statements that were made here yesterday 
about what happened on this minimum wage certainly did not happen 
in the restaurant business. 

We came to the unanimous decision four different times. 

I would like to review very briefly the economic effects that the 
minimum-wage law will have on our industry as outlined by the 

revious witness. 

The effect of a minimum-wage law on employment in the industry 
will depend on several factors. Notably, existing hourly wages, labor 
costs as a ——- of sales, the relative elasticity of the industry’s 
supply and demand curves as public reaction to price increases, the 
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industry’s ability to adjust to overtime provisions, and the ability of 
larger enterprise to pay higher wages through economies of operation. 

A study of these factors as outlined in the testimony of the wit- 
nesses which have appeared before you today clearly shows that the 
Federal Fair Labor Standards Act would drastically curtail em- 
ployment in the restaurant industry or in any segment of the restau- 
rant industry to which it is applied. 

We have shown, I believe, clearly, that the restaurant industry has 
the lowest hourly wages of all retail trade. We do not deny that. 

This is substantiated not only by the survey of the National Res- 
taurant Association already shown in the weekly earnings by in- 
dustry figures published by the U.S. Bureau of Census. 

Wages, of course, in the restaurant industry are low for several 
reasons. One of the most important is the fringe benefits that a 
restaurant worker gets in the form of free meals which in terms of 
value to the employee are most significant. 

Another fringe would be free uniforms. 

Of course, the most important reason for low wages in our industry 
is the very high percentage of minimum-wage workers. We pay a 
cashier, for instance, in our industry, wages comparable with other 
industries. 

Under all proposals to apply the Fair Labor Standards Act to our 
industry allowances must and should be made for meals served em- 

loyees. 

o I might interpolate that that item in my company is $1,400,000 as 
the cost of serving meals to employees. The allowances, however, 
would be based on cost to the employee rather than value to the 
employee. 

Most restaurant workers, especially in the minimum wage category, 
are not family breadwinners. They do all their eating on the job. 

If one person appreciates that allowance for meals in terms of value 
to the employer must be at-least 28.7 percent of the minimum wage 
set, the restaurant probably will be appreciated. 

Tips also explain the low wages in the restaurant industry. We 
know of no other solution to set an allowance for tips. 

We know of no solution to set the proper allowance for tips to the 
ag Ht 

inally, wages in the restaurant industry are in part subsidized by 
the avoidance of receipt of tax free income in the form of tax exempt 
meals. In my company, fringe benefits, and I would like to empha- 
size this very strongly, ladies and gentlemen, in my company fringe 
benefits amount to 42 cents an hour. 

If there is any doubt in the minds of the committee, as to what those 
fringe benefits are, I will be glad, very glad, to submit them. 

Every new employee gets a list of what we give them. It amounts 
to 42 cents an hour. 

Consequently, our minimum wage in the State of New York in my 
company is not $1 an hour, it is $1.42 an hour. 

It has been pointed out this morning that the restaurant industry 
has the highest labor cost as a percentage of sales of all retail busi- 
nesses. QOur survey shows that our wage costs nationally are 30.6 
percent. 
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This high labor cost is substantiated by the 1954 census of business. 

Because the public has an economic alternative to eating in the 
restaurant the public is most sensitive to price changes in the restau- 
rant industry, even with a concern like ours. 

If we raise the price of a sandwich 5 cents, we hear about it all the 
way from Philadelphia to Albany in protest about a simple raise of 
5 cents on a sandwich. 

The public can and will eat at home or carry their lunch if they 
feel restaurant meals cost too much or they buy frozen foods, even 
complete frozen meals, and little attention seems to have been paid 
to the calculations of the business of the restaurant industry to this 
growing practice. 

Overtime provisions work a particular hardship on the restaurant 
industry, much more so than other retail areas. 

The reason, of course, is that physical necessity demands that peo- 
ple eat. before their own 8-hour day begins and after it ends. 

Mr, Lanprum. We will only remind the admiral of this, that we are 
trying to get everything we can in the record and that some of the 
members are very anxious to have some questions they have answered. 

We now have 22 minutes left. 

Mr. LeSavvace. I will be through in less than 5. 

I think I can without much trouble, go to the last paragraph which 
my attorney says is my best effort. 

Mr. Lanprum. We are charmed with it, but we also are confronted 
by the clock. 

Mr. LeSavvace. I will read just one paragraph and then I will 
finish. 

There is a greatly exaggerated idea as to the profits being made in 
the restaurant business. In the recent speech in Milwaukee, Senator 
Kennedy spoke of the low wages in the retail and service industry 
and the millions of dollars of profits. 

Now, let us look into that for a minute and see how true that is. 

For instance, I am going to quote from figures from my own com- 
pany, the Shattuck Co. in New York, and these figures are the same 
that we submit to the Federal Government in our annual report. 

In our restaurant business, our net profits amount to 2 percent per 
customer. And if the entire profits of the restaurant part of our 
business were turned into wages for individual employees, the amount 
would be slightly less than 5 cents an hour. 

And we are supposed to be one of the most efficiently run restaurant 
businesses in the country. 

We recommend that the exemption for the restaurant, industry be 
continued. 

(The formal statement of Mr. LeSauvage follows :) 





STATEMENT OF ADM. GEORGE R. LESAUVAGE, CHAIRMAN, GOVERNMENT AF®AIRS 
CoMMITTEE, NATIONAL RESTAURANT ASSOCIATION 


Mr. Chairman and members of this subcommittee, my name is George R. Le- 
Sauvage and I am chairman of the Government Affairs Committee of the Na- 
tional Restaurant Association. I have been actively engaged in the restaurant 
business for the past 30 years and I have served on four New York State indus- 
try minimum wage boards, and I am more convinced that minimum wage legis- 
lation is a function of the State and not of the Federal Government due to vary- 
ing conditions under which restaurants operate in the country. 
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I appreciate the opportunity given to the National Restaurant Association 
today to present its recommendations with respect to proposals for extending the 
coverage of the Fair Labor Standards Act. I would like to review very briefly 
the economic effects the minimum wage law would have on our industry as out- 
lined by the previous witnesses. 

The effects of a minimum wage law on employment in the industry will de- 
pend upon several factors, notably: existing hourly wages, labor costs as a per- 
centage of sales, the relative elasticity of the industry’s supply and demand 
curves as public reaction to price increases, the industry’s ability to adjust to 
overtime provisions, and the ability of larger enterprises to pay higher wages 
through economies of operation. 

A study of these factors as outlined in the testimonies of the witnesses which 
have appeared before you today clearly shows that the Federal Fair Labor 
Standards Act would drastically curtail employment in the restaurant indus- 
try or in any segment of the restaurant industry to which it is applied. 

We have shown, I believe, clearly that the restaurant industry has the lowest 
hourly wage rate of all retail trades. This is substantiated not only by the sur- 
vey by the National Restaurant Association but also by the weekly earnings by 
industry figures published by the U.S. Bureau of Census. Wages, of course, in 
the restaurant industry are low for several reasons. One of the most important 
is the fringe benefits that a restaurant worker gets in the form of free meals 
which in terms of value to the employee are most significant. Another fringe 
would be free uniforms. Of course, the most important reason for low wages 
in our industry is the very high percentage of minimum wage workers. We pay 
a cashier, for instance, in our industry, wages compurable to that of other in- 
dustries. However, so many of our workers are minimum wage workers of un- 
skilled talents. Under all proposals to apply the Fair Labor Standards Act to 
our industry, allowances would be made for the meals served employees. The 
allowance, however, would be based on cost to the employer rather than value 
to the employee. And when one considers the fact that restaurant workers are 
minimum wage workers, one can appreciate that free meals are of substantial 
value to them. Most restaurant workers, especially in the minimum wage cate- 
gory, are not family breadwinners. They do all their eating on the job. If one 
appreciates that allowance for meals in terms of value to the employee must be 
at least 28.7 percent of the minimum wage set, the restaurant problem will be 
appreciated. Tips also explain the low wages in the restaurant industry. We 
know of no solution to set an allowance for the tip employee. Finally, wages 
in the restaurant industry are in part subsidized by tax avoidance through 
the receipt of tax-free income in the form of tax-exempt meals. In my company, 
fringe benefits amount to 42 cents an hour; and consequently in my State, New 
York, the minimum as far as we are concerned is $1.42 an hour and not $1 an 
hour. 

It has been pointed out this morning that the restaurant industry has the 
highest labor cost as a percentage of sales of all retail trades. Our survey shows 
that our wage costs nationally are 30.6 percent. This high labor cost is sub- 
stantiated by the 1954 Census of Business. 

Because the public has an economic alternative to eating in a restaurant, the 
public is most sensitive to price changes in the restaurant industry, more so 
than with any other major commodity. The public can and will eat at home or 
carry their lunch if they feel restaurant meals cost too much; or they buy frozen 
foods, even complete frozen meals and little attention seems to be paid in the 
calculations of the business of the restaurant industry to this growing practice. 
Overtime provisions work a particular hardship on the restaurant industry, 
much more so than in other retail areas. The reason, of course, is that physical 
necessity demands that people eat before their own 8-hour day begins and after 
itends. As with housewives, the 40-hour workweek does not come easily. The 
volume of business test, either a $500,000 volume of business test, a $50,000 
volume of business test, or a $1 million volume of business test, works an unuual 
hardship on the restaurant industry. Low wages and high labor costs as a 
percentage of sales for restaurants will put restaurateurs under the act at a far 
greater competitive disadvantage than other retailers under the act. ‘ entral 
purchasing, a most important economy of operation, available to large op ‘rators 
generally, is of very limited value to a restaurant chain. Restaurants deal with 
Perishables and must purchase them locally. Moreover, there are no large 
department-store size restaurants. Aren't economies of operation a better advan- 
tage for a large department store competing with a haberdashery than it is for a 
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hamburger chain competing with an independently owned but equal-sized ham- 
burger establishment? Finally, restaurant chains are invariably low-to-medium 
priced restaurants with demands generally for less skilled workers. Is there a 
parallel in retail stores for the absurd requirement that a hamburger chain be 
forced to pay $1.25 an hour while the high-priced steak specialty house pays 60 
cents? 

A 39 percent rise in wage rates which would be necessary to pay $1.25 an hour 
to every restaurant worker could not be borne by any restaurant, large or small. 
Studies of the effects of higher wage scales in the restaurant industry on the 
west coast clearly indicate the drastic effect such rates have on restaurant 
employment generally. Labor cost as a percentage of sales in San Francisco with 
a $1.60 hourly wage is only slightly higher than the east coast. Menu prices are 
higher. The most notable difference, however, is that on the west coast there 
are only two workers for every three on the east coast. The only way the 
restaurant industry can adjust to this law is to fire two-thirds of their workers 
and replace them with an additional one-third of more efficient workers. The 
result is that thousands upon thousands of marginal unskilled workers will lose 
their jobs. The restaurant industry employs not only the greatest number but 
the highest percentage of minimum wage or minimum skilled workers. It is 
the unskilled worker who is already chronically unemployed. Shouldn’t some 
job opportunity be left for them ? 

There is a greatly exaggerated idea as to the profits being made in the restau- 
rant business. In the recent speech in Milwaukee, Senator Kennedy spoke of the 
low wages in the retail and service industry and the millions of dollars of 
profits. Now, let us look into that for a minute and see how true that is. For 
instance, I am going to quote from figures from my own company, the Shattuck 
Co. in New York, and these figures are the same that we submit to the Federal 
Government in our annual report. In our restaurant business, our net profits 
amount to 2 cents per customer. And if the entire profits of the restaurant part. 
of our business were turned into wages for individual employees, the amount 
would be slightly less than 5 cents an hour. And we are supposed to be one of 
the most efficiently run restaurant businesses in the country. 

We recommend that the exemption for the restaurant industry be continued. 


Mr. Lanprum. Thank you, Admiral. 

Now, we will begin with questions. I have many, but only one 
that I want to be sure I am clear about. I will direct it to Mr. Saba- 
tos. Several of you mentioned food costs. I notice you started with 
a high figure and came down, which could be confusing to just the 
fellow that eats the stuff instead of the fellow who prepares it and 
sells it. 

Do you mean, when you tell us for instance that some time ago your 
food costs would run up to 45 and 48 cents, it is now down to 28, you 
mean you can only put 28 cents of what you pay for food on the 
plate to eat? 

Mr. Saratos. That is right. It is all based on the dollar which 
you spend in the operation. 

May I preface it by saying this so that you don’t get an erroneous 
impression here. 

I am vice president and director of the company, but I was a dish- 
washer and I am proud of it, and a coal miner before that. I came 
up through the ranks and I know the mechanics of this thing because 
I had to produce at the bottom line as an individual, manager, and so 
forth, on up. 

Some 20 years ago when I got interested in these things and I guess 
promotions came as a result of it, as a manager I had what we call a 
food cost, say 48 percent worth of food on each dollar that you spent 
in our place. 

I was able to do that because other costs were relatively low. 

Here are the costs you have to consider : 
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Food, labor, variable overhead, fixed charges, administrative, then 
whatever is left is your profit. 

As costs go up, let us say, like our labor cost from 18 percent, which 
I had at that time, and I didn’t have to worry over controlled hours, 
production hours, or anything, as that went up to 20 percent I had 
to drop the food cost to 40. When my labor percentage of sales went 
up to 25 percent, I had to drop the food cost lpareaas abe ty 

The only other alternative I had was to raise prices and you have 
resistance by customers to price increases. 

Mr. Lanprum. That is the reason the hamburgers have gotten 
smaller ? 

Mr. Sasaros. That is right. You either give them less money’s 
worth, whichever way you do it, with penny’s worth of quarter. 

If you serve a 14-ounce steak, cut it down to 12. Cut it down to 10. 
Eventually the customer gets wise. 

Mr. Hansy. The relation to payroll can be roughly 70 percent of 
that dollar. If your payroll is 35 you can have a 35 food cost. 

If your payroll is 40, you have a 30 food cost. 

So those variations within the 70 percent roughly is what you have 
to operate under. 

Mr. Dent. Mr. Sabatos, I notice that you compare annual sales per 
employee and you show the much larger amount of course for A. & P., 
Safewa 

Mr. Sapatos. Retail, yes. 

Mr. Denv. There is no comparison in the relationship between the 
volume of sales and an employee in a grocery store as against an 
employee in a drugstore like Walgreens. 

Is it not true that the percentage of, operating profit percentage, in 
your grocery chain is less in dollar volume rd it would be in a 
drugstore or R. H. Massey, or W. T. Grant ? 

You cannot compare furniture sales volume with restaurant sales 
oe and grocery sales volume. I do not think that figure is help- 

ul. 

Mr. Sasatos. It is very material. If each one of our employees 
could bring in $12,000 revenue per employee per year instead of 
$6,000, we could justify a larger hourly rate to him. 

As I told you, we also operate commissaries where we manufacture 
food. Four years ago we had 207 employees and the highest rated 
employee was getting $1.80 an hour. The lowest rated employee was 
getting $1.6214 an hour. 

By 1960, the highest rated employee went to $2.59 an hour; the 
lowest rated went to $1.93. 

But the number of employees producing as much and considerably 
more is now 123, you see. 

As the scale goes up, when you can justify it, when you can do it, 
when it is economically feasible to do it, your productivity increases 
very considerably. 

Now, we have no objections to this, we are happy and pleased with 
it. We would be happy and pleased to do the same thing in a restau- 
rant industry if that employee could be more productive. 

I don’t know how else he can be except to bring in more dollars 
because we cannot mechanize as I indicated, as other industries do. 
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Maybe someday somebody will dream some way for us to overcome 
manual work so that we can do it with machines so that there will be 
fewer people to do it, so they can produce more and we can pay more. 

Mr. Dent. Of course, your association has brought this to the atten- 
tion of the President; have they not? 

Mr. Sasartos. No, sir. 

Mr. Dent. Because he announced yesterday that he is going to be 
prodding the Congress of the United States—they have not passed the 
minimum-wage bill yet; so we are in a very serious squeeze here. 

Weare listening to your story ; we want to take it from the informa- 
tion you give us. 

On the other hand, we have the President announcing that he is 
going to ask Congress, no matter what they do, to pass a minimum- 
wage law and the Mutual Aid Act. 

Both are based on the same philosophy. 

Mr. Hanby said that the increase in the minimum wage always 
in your business increases the wages of above that to keep the differ- 
ential in place. 

Now, that is not the intent of the act. In your business it may do 
that very well. What the President wants is an increase in the buying 
power of the lowest wage groups in the country in order that the 
economy of the country can stay on a stable basis. 

That is why he is asking for these two bills in the same breath. He 
is asking for a minimum-wage law in this country and increased for- 
eign aid for the country so that the people in the lower brackets 
here and abroad can earn enough money to buy the goods they produce 
and buy enough goods to keep their economy up. 

Mr. Haney. f think we all understand that, but if you took into 
consideration all the things we are talking about, we have over a 
dollar and a quarter now in a good many cases. 

Mr. Dent. What do we do about that if we take that into con- 
sideration ? 

Let us say as statesmen we operate on the basis of statesmanship and 
we leave your industry out. The President comes along and says, 
—, what they have done. They have left out the restaurant 
grou ” 

Mr. LeSavvace. It does not do that. We have 26 States with mini- 
mum-wage laws. 

Mr. Dent. You say it does not do that. 

Mr. LeSavvace. I say we have 26 States with minimum-wage laws. 

Mr. Dent. Why does he ask us to pass the bill ? 

Mr. Crorry. We have always been exempt. All we are asking is 
that you continue the exemption. 

Mr. Texter. Will the gentleman yield ? 

Mr. Dent, Surely. 

Mr. Teirer. I am wondering here about the statistics which have 
been thrown at us in connection with this hearing. Here in the 
statement by Mr. Power we have the statement on page 2 that a one 
dollar and a quarter minimum wage will require 37.9-percent increase 
whereas in the statement by Admiral LeSauvage, at the bottom o 
page 3, we have this statement. A 39-percent rise in wage rates which 
would be necessary to pay a dollar and a quarter an hour to every 
restaurant worker. 
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Now, which is correct, the statement by Mr. Power or the statement 
by Admiral LeSauvage ¢ 

Mr. Power. The statement contained in mine was based on the 
experience throughout the country. 

The statement contained in ‘Adi iral LeSauvage’s statement is an 
inaccurate figure. The figure should be 37—point what was it? 

Mr. LeSavvace. I may have made an inaccurate statement. 

Mr. Teter. I am wondering whether that inaccuracy goes deeper 
than that because you have presented us with certain statistics in the 
appendix to your statement. 

Now, if we look at those statistics we see that on the current hourly 
rate 20 categories are at about a dollar an hour. 

Only six are lower than a dollar an hour. 

Now, in compiling your statistics, did you simply add these cate- 
gories or did you give weighted value to the number of employees in 
each employment category ? 

Mr. LeSavvace. Weighted values to all categories. 

Mr. Te.ter. Relatively speaking, how many busboys do you have 
and how many pantrymen ¢ 

Mr. LeSavvace. Let me answer that this way: 56 percent of the 
employees in the restaurant industry earn under a dollar an hour. 

Seventy-four percent earn under a dollar and a quarter an hour. 

Mr. Teuier. Yes, but we do not know how many employees from 
the statistics you have given us, we do not know how many employees 
you have in each one of these categories. 

Mr. LeSavvace. Yes; the number of employes is the second column 
right along side of the various job categories. 

Mr. Tetier. Would that be a typical situation for all restaurants? 

Mr. LeSavuvace. That would be a good national picture, Congress- 
man. 

Mr. Tretier. Now, unions have come and testified before us and they 
have said that one of the reasons that they cannot give higher wages 
is that we do not have the Federal minimum-wage law. 

Now, you have come to us this morning and you have reinforced 
the union viewpoint; you have said there, absolutely, they are right 
by telling us that the unions have not been able to get very high wages 
in the restaurant industry. 

Would not your argument and the union contention amount to the 
same thing; that is, that we need a minimum wage law ? 

Mr. LeSavuvace. Except for this fact: The union argument over- 
looks the fact that although they might get higher wages if we had 
a national minimum-wage law, that we would lose a greater percent- 
age of the consumer’s dollar. 

It also overlooks the fact that we would tend to get a higher per- 
centage or greater efficiency in terms of employment. So the only 
way we can give higher wages is to decrease the number of employees 
by virtue of efficiency, in other words, elimination of marginal worker, 
and also by giving up part of our market to the housewife or the 
grocery stores. 

Mr. Tevier. That argument is one which has been made to us in 
all exempt categories and it is made in connection with collective- 
bargaining processes generally. 
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But have you not in your testimony paradoxically reenforced the 
union’s contention and proved the necessity for a minimum-wage law 
by telling us that the unions have been fairly ineffective in your in- 
dustry, which is exactly the argument which they make for the lack 
of a minimum-wage law. 

Mr. LeSavvacr. Presumably the unions bargain to the best of their 
ability on the basis of what an industry can stand. 

Now, what. they cannot do collectively, I mean through negotiated 
bargaining, they are asking Congress to do through statutory law. 

Mr. Tretier. On the other hand they are asking that Congress 
should not subsidize the laggards and penalize the union shops. 

Now, there may be some among you who have union shops. Are 
you not. being penalized and is not the Congress subsidizing non- 
union shops by not establishing a national minimum-wage law ? 

Your statistics indicate that the laggards in the $1 minimum wage, 
the laggards are a threat to the unionized establishments where the 
employers have to pay higher wages. 

Tain wondering, in my own mind I feel fairly certain that what you 
have done is to prove to us more conclusively than we thought that 
a national minimum wage is necessary. 

Mr. Power. Congressman, you are completely overlooking local 
economic effects. You are taking the average and assuming that the 
whole country can be uniform on these wage patterns. 

Secondly, you are overlooking the fact that a national uniform 
minimum wage has an entirely different effect on the industries to 
which it is applied. 

For instance, the figures that were brought out by Mr. Sabatos. 
Tet us take this grocery store, which is our principal competitor. 
They have a 7-percent labor cost. We have a thirty point six 
labor cost. 

They have, incidentally, $1.96 average hourly wage rate; we have 
$1.03 average hourly wage rate. 

If we are both forced under law to go to a dollar and a quarter, the 
effect of that law is going to be much more critical on our industry 
than on the grocery store. 

A 40-percent increase on the grocery store in their wage rate is 
going to increase their prices 2.8, whereas our prices would go up 
substantially more than that. 

The unions manage to negotiate; I would not deny that, with a 
uniform national wage law, the unions will be able to negotiate sub- 
stantially higher minimum-wage rates, assuming it applies across the 
board and not to a figure of $500,000. 

Whatever political figure it is necessary to set up, many 

Mr. Texter. I have been puzzled by the fact that we have not had 
any accurate statistics on the wages in the restaurant industry. You 
say in your testimony that the most sickening aspect of all proposals 
to include restaurants under any Federal wage-hour law is the lack 
of information. 

Mr. Power. Yes. 

Mr. Teter. Now, you have supplied us with that information ? 

Mr. Power. Yes. 

Mr. Teter. Would you not say that the most sickening aspect of 
information is that it shows pretty clearly something which we have 




















MINIMUM WAGE-HOUR LEGISLATION 809 


been trying to find from other sources, and we are grateful to you for 
having performed that function for us, the sickening aspect is to find so 
many human beings who are deprived of the benefit of the wage and 
hour law even though they have to pay the same taxes as anybody else 
and they are affected by the same cost of living factors as anybody else, 
and we are told this is one of the lowest paid wage groups in the coun- 
try and you come here and tell us that we, the Congress, should exclude 
these people and continue to exclude them from the benefit of the wage- 
hour fae even though the statistics that you went to arduous prepara- 
tion to present to us prove exactly the opposite. 

Mr. Yastivabn: ves, Mr. Congressman, but you are entirely over- 
looking the fact of these fringe benefits. 

For instance, you are talking about wages as wages. 

Now, you are entirely neglecting the question of meals, the question 
of uniforms, the question of tips, and in my particular case you are 
overlooking the fact that we pay 42 cents more than the minimum wage. 

Mr. Treuier. Admiral, I did not intend to overlook that and there 
may be room for accommodation, but the point is that we now have 
specifically, by reason of your preparation for us, information which 
would lead a fair-minded person in my view, to conclude, based upon 
your own statistics, there is need for this dollar and a quarter minimum 
wage law. 

I am led to ask this one question : 

You tell me because of your low rates, you nail it down, you reinforce 
it for us, that you hire inefficient people. 

Mr. Power. We did not say inefficient people. I said marginal. 

Mr. Lanprum. Will the gentleman from New York yield to me for 
a moment ? 

Mr. Tevier. Yes. 

Mr. Lanprum. We are running at the point when the bells are go- 
ing to ring and there are others who wish to be recognized. 

Mr. Tevier. I have one further question and I am through. 

A witness testified here that his restaurant guarantees a full year’s 
work. How many restaurants in the restaurant industry guarantee to 
their employees a full year’s work? 

Percentagewise are you prepared to give us that information ? 

Mr. Power. No,I am not. I would hazard a guess that the vast ma- 
jority outside of resort areas. 

Mr. Lanprum. The chair regrets, Mr. Teller, that we have to dis- 
tribute the time. 

I recognize Mr. Ayres. 

Mr. Ayres. I have enjoyed the testimony, gentlemen. I think you 
have made a very good case in explaining the pecularities of your 
industry. 

( Discussion off the record. ) 

Mr. Lanprum. Mr. Pucinski. 

Mr. Puctnsx1. Mr. Hanby, I want to welcome you this morning. 
Although you are not in my district I come out to your place often be- 
cause you are not far from my district. I think you run some good 
restaurants. 

Following up the statement made by the distinguished gentleman 
from New York, Mr. Teller, the statistics presented to the committee 
here today perhaps more dramatically testify for the need of this 
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minimum wage law across the board, across the country, more than 
anything I have seen. 

is the gentleman in Parkridge, Il. 

Mr. Hiesranp. May I suggest to the gentleman that he make that 
hisopinion? Others havea contrary opinion. 

Mr. Pucrinsxkt. Yes. 

Here is a gentleman in Parkridge, Il., who runs a fine restaurant, 
three restaurants. I am not at all impressed by the statement made 
by Mr. Power about local conditions because I am sure that the condi- 
tion that exists in Dallas, Tex., in Houston, Tex., in Galveston, Tex., 
are the same as they are in Parkridge, Ill., where this gentleman is 
trying to make a living. 

This gentleman is paying 92 cents an hour to his busboy ; the gentle- 
man from California is paying $1.13 an hour. 

The gentleman from Texas testified that he is paying 57 cents an 
hour to the busboy and on down the line, the dishwasher; the gentle- 
man from Parkridge, II1., is paying $1.04 an hour. 

The gentleman from California, $1.24 an hour. 

What do we find under the list of the gentleman from Texas? 
Fifty-six cents an hour. On potwashers, right down here to the chefs, 
the gentleman from Parkridge paying $2.63 and hour for his chef. 

California is paying $2.68. 

What do we find in Texas? $1.58 an hour. 

On waitresses, this gentleman from Parkridge is paying 72 cents 
anhour. The gentleman from California $1.05 an hour. 

The man in Texas, again, 54 cents and hour. 

Now, how long are you going to continue this kind of economic 
discrimination across the country of America? What happens in 
Texas is as important to the people in Chicago as what happens in our 
backyard. 

I think in reply to the Admiral’s question there, he came here and 
made a very eloquent statement about the fact this is a State problem. 

We had testimony yesterday, very eloquent testimony yesterday, by 
a lady from New York who told us how the State of New York has 
been unable to deal with this problem. Here is her testimony. 

I invite the Admiral to read that. 

Mr. LeSavvace. Do you mean to dispute the fact that I was on 
four boards and we came with unanimous verdicts on the amount 
with the unions? 

Mr. Puctnsxtr. The fact of the matter is that in New York it was 
unable to deal with this problem. That is why she came here to ask 
for Federal legislation. 

Mr. LeSavvace. We have $1 minimum wage in the State of New 
York. 

Mr. Puctnskt. She is talking about the hotel industry. 

Mr. LeSavvaee. I am talking about the restaurant industry. 

Mr. Lanprum. Gentleman, if we could be a little more objective in 
our questions and not argumentative. 

Mr. Pucrnsxt. I want to ask you, Mr. Hanby, do your three res- 





taurants do in excess of a million dollars’ worth of business a year? 


Mr. Hansy. About a million dollars. 
Mr. Pucrnsxt. Either up or down? 
Mr. Hanpsy. Yes. 
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Mr. Puornsxt. The reason I ask that question is that Mr, Power 
made a broad statement here about how this legislation was going to 
provide unemployment, mass unemployment, and predicted all sorts 
of dire effects because of this legislation. 

How many of the 115,000 restaurants in this country, Mr. Power, 
would qualify, would be covered by this legislatlon, assuming that 
the $500,000 exclusion clause remains as it is¢ 

Mr. Power. Under the bill presently before the committee, an argu- 
ment which we did not discuss, H.R. 4488, there is a provision that 
any enterprise that has one employee engaged in interstate commerce 
that does in excess of $50,000 a year will be covered under this act, sir. 

Mr. Puctnskt. You know you would not come under that provision ? 

Mr. Lanprum. Yes, they would. 

Mr. Denr. I think we ought to eliminate that particular discussion 
because the author of the bill, the chairman, and those of us who are 
here, are eliminating that feature. 

Mr. Power. That is out ? 

Mr. Dent. Yes. 

Mr. Pucrnsxt. The author of the bill has stated here that he is 
perfectly willing to give that particular language further study be- 
cause at least it was not the intention. 

Now, will you answer me, what percentage of these 115,000 restau- 
rant owners in America would come under the provision of this act if 
we left it at $500,000? 

Mr. Power. At $500,000 the estimate of restaurant employees to be 
covered, according to the labor statistics figures, I believe is around— 
let me review it—a million-dollar figure will cover 300,000 restaurant 
employees out of 1,352,000. 

Mr. Puctnsxt. How many restaurants? 

You said there are 115,000 restaurants ? 

Mr. Power. I would have to calculate that. There are more than 
115,000 restaurants. 

Mr. Puctnsxt. I do not like to deal with figures on employees be- 
cause they are misleading. 

Mr. Hansy. Could I answer a question on that ? 

Mr. Puctnsxi. I would like to know how many of these gentle- 
men here with Mr. Hanby would be affected by a million dollars. 

Mr. Power. Everyone here would be affected. 

Mr. Puctnskt. How do you figure that ¢ 

Mr. Power. Because I know their volume of business. 

Mr. Pucrnskt. I was going to ask you this next question: Who 
are you really speaking for? Are you speaking for the small-restau- 
rant owner or the big-restaurant owner ? 

Mr. Power. I think we are speaking for the small-restaurant owner. 

Mr. Puctnskt. That is not what you said just now, 

Mr. Power. The law as written now, you said a moment ago it is 
going to affect the volume of 500,000. 

I think from the newspaper coverage on this thing we could prob- 
ably assume a million-dollar coverage. 

i ll our witnesses here today are the ones that will be affected by 
the law. 

I think it is of little value to bring in witnesses to you that theo- 
retically would not be affected by this law, and then have you tell 
the witnesses:that you would not be on there. 
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Mr. Puctnsxt. I think this is incumbent upon your organization, 
to tell these 115,000 restaurant owners and 2 million workers. You 
talk about mass unemployment. 

Now, I have not heard anyone in the restaurant industry say that 
only 300,000 of 2 million workers will be affected, that only a certain 
percent of this 115,000 will be covered by this law. 

Mr. Lanprum. We can argue those points in executive session, and 
when we go to debate later. Let us be a little more objective and get 
to the bill. 

We are 10 minutes past the hour now. Try to be a little objective. 

Mr. Pucrnsxr. What percentage of those 115,000 restaurants will 
be covered by this bill if it went to a million ? 

Mr. Power. Those are establishments. I would take immediately 
a figure of approximately 25 percent on a million-dollar figure. 

Mr. Hanpy. Mr. Pucinski, might I say that if two or your con- 
stituents owned a restaurant, one of them was under it and one was 
not, and they are across the street from each other, do you think that 
one would have a payroll advantage over the other in that market 
for labor ¢ 

They would both have to pay the same rate. 

Mr. Pvuctnsxt. Do you find that to be true where one restaurant 
has a union contract, and the other does not ? 

Mr. Hanpsy. Yes; if you don’t bid against the market you don’t get 
the people. 

Mr. Pucrnsk1. Have you found that to be true / 

Mr. Hanpy. Absolutely. 

In Evanston, we don’t have any labor unions and no minimum wage, 
yet we pay our waitresses 75 cents an hour. We pay our cooks $120 
a week, our baker $135 a week, right across the board. 

T could hire those people if I wanted to for $50 on up, but the point 
is that every small restaurant is affected by what the larger restaurant 
pays. 

Otherwise he is going to be affected seriously. 

Mr. Pucrnsxt. I thought that Mr. Power gave us some statements 
here on what union-negotiated contracts call for. 

For instance, he shows here that the average wage rate under union 
contract for busboys is $1.18. Now, you are not paying $1.18 toa 
busboy, you are only paying 92 cents. 

Mr. Hanpy. Iam paying $1.10. 

Mr. Power. Are you asking for the union rate in Chicago, or the 
Nation ? 

Mr. Puctrnsxr. Take your choice. 

Mr. Power. For busboy it is not $1.18. 

Mr. Pucrnsxt. What is it ? 

Mr. Hanpsy. I think it is 95 cents, the union rate, but I am paying 
more than the union rate in my restaurants. 

Mr. Puctnsxr. It is obvious to me that you are. You have a good 
restaurant. 

Mr. Lanprum. Mr. Hiestand. 

Mr. Hrestanp. The bell is ringing, Mr. Chairman. So I shall con- 
fine my questions to just one or two which I feel should be in the 
record. 








i ae. ae ae. mh 


et 





iu 


ut 


d 


at 


nt 


et 


20) 


nt 
nt 


its 
on 


| a 


he 


ng 


on 


the 





MINIMUM WAGE-HOUR LEGISLATION 813 


I would like to ask Mr. Power, from his knowledge of the game 
and of the picture nationally, how much would food prices be raised to 
the customer ¢ 

Mr. LeSavvace. At what rate of pay? That would influence the 
answer to the question ¢ 

Mr. Hirsranp. If this law were enacted at $1.25. 

Mr. Power. It would depend. The effect would be very much like 
Congressman Pucinski is pointing out on the difference between unions 
and nonunions. 

If you made an extensive application to the entire country, the 
principal effect would be perhaps to increase prices. 

I would estimate then that the increase in prices would be approxi- 
mately 20 percent which would be 1 percent of the cost of living in the 
country, of the whole economy. 

Now, if you apply it to 25 or 26 or 27 percent, we would be at the 
same competitive disadvantage that Congressman Pucinski has so 
ably pointed out and Congressman Teller, that is the reason organized 
labor cannot negotiate these things themselves. 

The large operator could not met survive. I don’t know how he 
could raise his prices 20 percent higher than an operator across the 
street that is a steak specialty house. 

Mr. Hiesranp. In the long run, the small operator would eventually, 
having to meet the payroll competition, have to raise his prices in the 
long run ? 

Mr. Power. Absolutely, Congressman. 

The effect in New York, for instance, would perhaps cover 30 per- 
cent of the restaurants and it would have a very definite impact on the 
small operator. 

In the city of Paterson, N.J., it would put the large operator out of 
business. 

Mr. Hiesranp. I have one other question. 

Mr. Riley, I have noticed around the southern California area no 
shortage of waitresses despite the fact that we are presently paying 
less than the minimum. 

Do you have any trouble getting them ? ‘ 

Mr. Ritry. No. We are paying the minimum of a dollar in Cali- 
fornia. We do not have a shortage of waitresses, but we have a critical 
shortage of cooks, in southern California, especially. 

Mr. Dent. Mr. Hiestand, would you mind yielding? 

Mr. Power, in this figure that you gave of a 20-percent increase if 
across the board food cost in restaurants, if the minimum wage goes to a 
dollar and a quarter, how does that gibe with the operating statement 
of the gentleman from Columbus, Ohio, the Greenfield-Mills Restau- 
rant, his total labor cost on $1,700,000 worth of gross business is only 
32 percent. 

Do you mean to tell me an increase where a greater percentage of 
employees are above the minimum would increase the cost. on food 20 
percent which would make the cost 52 percent of his gross ? 

Mr. Power. I have not studied his situation, of course, it is 
entirely different from the effect it would have in another area of the 
country. 
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Mr. Dent. I am only interested in trying to get facts to help us be- 
cause we do have a serious problem and we are not adamant nor are 
weset inour ways. Wewanttodowhatisright. _ 

His total labor cost is $381,000 out of gross business of $1,187,000. 
That represents 32 percent. 

If you add 20 percent to that it would be another $237,000, making 
his total labor cost. something like $617,000 to $618,000 just because 
of a minimum wage increase. 

That just does not make sense. 

Mr. Ovur.aw. Twenty percent of the sales price. Of course, half of 
that cost is food. You have 10-percent increase on sales price. 

Mr. Dent. He said 20-percent increase in food price. The record 
will show that. 

Mr. LeSavvace. Mr. Chairman 

Mr. Dent. I think we ought to try to be more factual to help us, too. 

Mr. LeSavvace. Mr. Chairman, may I make—— 

Mr. Lanprum. I am afraid, gentlemen, we are going to have to go 
back to the member who was recognized, Mr, Hiestand. 

Mr. Hiesranp. I would like to hear the Admiral’s answer to that 
question. 

Mr. LeSavvaeer. I want to say this, that my company, which is one 
of the largest in the business and generally considered conservative 
business, the Schraft organization, we turned over to our auditors the 
whole problem of what 25 cents an hour additional would be because 
we are now under the dollar minimum wage of the State of New York. 
We have never had any complaint against the way we operate under 
that. Now, what would that cost us as a company if it went to $1.25? 

It would cost us approximately $314 million. 

Mr. Hiestanp. Which would mean how much in food cost to your 
customer ? 

Mr. LeSavvace. It would cost us, in addition to our labor alone, 
$314 million. We never made more than $1 million. 

Mr. Pert. You mean your labor cost is now costing you $12 million 
a year? 

Mr. LeSavvace. Easy. We havea payroll right in New York City 
of $250,000 a week. 

Mr. Lanprum. At this point in the record, without objection, I 
should like to place in the record a letter dated April 4, 1960, addressed 
to me by Mr. Jack B. McKibbon, owner of the Avion Restaurant and 
Motor Court, Gainesville, Ga. 

It reads as follows: 


There are a couple of bills in Washington that, if passed, would cause another 
terrific inflation spiral. I am writing about Senator Kennedy’s bill S. 1046 and a 
similar one, H.R. 4480, written by my old friend, Congressman Roosevelt. It 
has to do with bringing an additional 11 million retail and serviceworkers under 
the minimum wage and increasing the minimum wage to $1.25. 

Phil in the Avion Restaurant alone, I will have to increase my payroll from 
$939 to $1,734.81 per week, provided I do not give any more skilled employees 
a raise and provided all employees work the same hours that they now work. 
This is an increase of 85 percent. In order to offset this increase I will have 
to increase menu prices 28 percent just to stay even. Now, take this increase and 
multiply it by the thousands of businesses these bills cover and I think you see 
how inflationary it is. 

I am afraid that when I increase my menu prices 28 percent my volume of cus- 
tomers will drop off considerably since they will find eating at home or bringing 
their lunch more economical. 
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Congressman Roosevelt’s bill will cover only the restaurants doing in excess of 
$50,000 per year sales. Most any restaurant does more than that. Since we do 
not engage in interstate commerce, it looks as if we should be exempt as in the 
past. 


Mr. Hiestanp. I would like to have the answer to the question. 
How much in food cost to the customer 4 

Mr. LeSavvace. I am just figuring what the labor cost would be. 

Mr. Hrestanp. Mr. Chairman, a point of order, the House is in 
session. 

(Statement of Walter P. Reuther follows :) 


STATEMENT OF WALTER P. REUTHER, PRESIDENT UNITED AUTOMOBILE, AIRCRAFT 
AND ARGICULTURAL IMPLEMENT WORKERS OF AMERICA IN SUPPORT OF THE $1.25 
AN Hour MINIMUM WAGE AND INCREASED COVERAGE UNDER THE FAtIR LABOR 
STANDARDS AcT OF 1938, AS AMENDED 


We in the UAW appreciate the opportunity of expressing to this committee our 
strong support for immediate improvements in the Fair Labor Standards Act, 
specifically for an increase in the minimum wage to $1.25 per hour and a broaden- 
ing of coverage which would extend the protection of the act to some 8 million 
workers who are now unprotected. 

We believe that these improvements would represent a significant contribution 
by the Congress toward correcting the imbalances in our economy which have 
been stifling economic growth for the past 7 years and which threaten, if not 
corrected, to plunge us into still another economic recession either late this year 
or early next. 

In the name of conscience we say it is time to end the moral callousness that 
requires fully employed men and women in this country to try to support their 
families on weekly earnings of $40 and less. Even apart from the human values 
involved, the social consequences of such sweatshop conditions are a costly item 
to all of us as taxpayers. 

The conditions which we tolerate as long as we permit the present inadequacies 
of the Fair Labor Standards Act to exist do us damage far beyond our national 
borders. Our continued acceptance of avoidable poverty in our own land be- 
smirches our reputation and threatens our leadership among the nations of 
the world. 

ECONOMIC IMBALANCE MUST BE CORRECTED 


One of the important reasons why we support this legislation is because it is 
one of the measures which is needed to correct some of the imbalances in our 
economy, prevent the occurrence of still another recession and restore an ade- 
quate rate of annual growth in our national economy. For the past 7 years our 
economy has alternated between increasingly severe periods of recession and 
brief interludes of so-called prosperity in which increasingly large numbers of 
Americans have been unemployed even at the peak of the business cycle, and 
a considerable proportion of our physical plant and equipment has also lain 
idle or only partially used. Today, such key industries as steel and automobiles 
are once again slowing down and conservative economists are forecasting an- 
other recession for 1960 or 1961. 

The present administration has concentrated its attention on policies de 
signed to create a favorable climate for big business and to increase the amounts 
available to corporations for investment. But it has turned its back on the 
essence of our problem—that high rates of investment cannot be maintained 
unless they are paralleled by an equivalent growth in demand for goods and 
services. No matter how much money is made available to corporations, they 
will not continue to invest large sums for expansion of productive facilities 
when a substantial part of existing capacity is unused for lack of sufficient 
markets. 

It is significant that a major proportion of the business investment which 
is taking place today is for modernization rather than expansion. It is sig- 
nificant also that, as a McGraw-Hill survey revealed last year, while the 
amount available to manufacturing corporations in the form of depreciation 
allowances, normally used for capital investment, is expected to be about 46 
percent greater in the period 1958-62 than it was in the period 1953-57, the 
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‘amount they have actually planned to invest in new plant and equipment is 
about 6 percent smaller. 

These facts, placed against the realities of unused capacity, idle manpower 
and the beginning of another slowdown in key industries in our economy, make 
it plain that we must stop pinning our hopes for a revitalization of the economy 
on prospects of business expansion until we have achieved an expansion of 
demand for the product of business which will increase production and put some 
of our present idle facilities back to work. 


POVERTY IS STILL TOO MUCH WITH US 


The best way to achieve that increase in demand is to take every step with- 
in our power to end poverty in America—including an increase in the level and 
the coverage of the minimum wage. We still have in our midst millions of 
Americans who are ill clothed, ill housed, and ill fed. The contrast between 
their poverty and our Nation’s potential for abundance is a shocking disgrace 
that should shame us into action. 

The Economic Report of the President, issued in January of this year, re- 
vealed that in 1958 there were still 7.6 million families and single individuals, 
representing 14 percent of the total, with incomes under $2,000 per year. I 
submit that $2,000 or less is not an adequate subsistence income for any family 
today. Many of the breadwinners in these families were undoubtedly fully 
employed men and women whose hourly earnings were at or close to the $1 
minimum now provided under the Fair Labor Standards Act, and many more 
were certainly among the 20 million workers who are not covered at all by the 
provisions of the act. 

I believe it is more than a coincidence that in recent years, while the growth 
of our economy has been lagging so badly, the number of families in this low- 
est income group has been increasing. The President’s report gives us the 
distribution of families, in terms of their incomes in dollars of 1958 buying 
power, for 1947 and for each year from 1955 through 1958. The report shows 
that between 1947 and 1956 we did make some progress. The families under 
$2,000 declined in absolute numbers from 7.6 million to 7.2 million, and with 
population growing they declined as a proportion from 17 percent of the total 
to 14 percent. From 1956 to 1958, the number of families getting less than 

2,000 has climbed back again to the 1947 level of 7.6 million. While the total 
number of families increased by only 2.8 percent from 1956 to 1958, the number 
with less than $2,000 income rose by 5.6 percent. 

The poverty of these millions, expressed by a lack of adequate purchasing 
power to translate unmet needs into demand on the marketplace, is one of 
the reasons for the lag in our economic growth. Every step that we can take 
to ameliorate that poverty will be a step toward better economic health for 
our Nation. It is estimated that the changes proposed in the level and cov- 
erage of the minimum wage will add some $2\% billion a year to the wages of 
‘tthe workers affected. These will be 2% billion high-velocity dollars—not 
money that will be hoarded, not money for which its owners will be hard pressed 
to find any useful purpose. These dollars will practically all be spent just 
about as quickly as they are received—spent on food, on clothing, perhaps on 
some improvement in poor housing, perhaps on furniture or home appliances. 
In other words, they will add to demand for the products of some of the in- 
dustries which have been having a particularly difficult time in recent years. 





THERE IS NO ECONOMIC OBSTACLE TO PROGRESS 


If an outside observer were to judge only by the amount of effort and persua- 
sion and the length of time that are required to achieve improvements of this 
sort, he might come to the conclusion that such progress is attended by enormous 
economic difficulties. In reality there are no economic obstacles to a step such as 
this at all. . There is no question, for example, that an increase in sweated wages 
to a bare subsistence level involves taking something away from someone else. 
On the contrary, in an economy whose major problem has been a constant tend- 
ency for production to lag behind capacity, the eventual effect of minimum wage 
improvements is simply to create added sales for some of the industries which 
need them most, to put back to work some of the idle machines and unemployed 
men and women, and so to make possible an increase in the total. amount of 
national wealth available to be shared among us all. 
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Earlier this year the Secretary of Labor sent to the Congress a detailed report 
on what happened in six low-wage communities after the minimum wage was 
increased to $1 an hour. The report showed a general benefit to every one of 
these communities. Every one of them now has more firms in business and more 
workers employed than it had before the $1 minimum wage was set. In com- 
munities such as these, where the average standard of wages was far below the 
national level, the beneficial effects of a minimum wage increase, in providing 
additional sales for local business, would of course be intensified. But to a lesser 
degree the same kind of beneficial effects will take place throughout the economy. 

There are no economic difficulties in the way of this kind of progress. There 
are only economic advantages to be gained. The difficulties are all in the minds. 
of men, of those who fear and dislike progress, or those who profit from the status 
quo. Past experience has shown that we have only to make up our minds that 
another forward step can and shall be taken—and then to take it—and all the 
awful consequences that have been conjured up by its opponents fade away into 
misty nothingness. That was the experience when the minimum wage was first 
established, it has been the experience every time it was improved, and it will be 
the experience when this new round of improvements is achieved. 


WE CANNOT TOLERATE OR AFFORD SWEATED POVERTY 


So far we have emphasized the purely economic aspects of an increase in the 
level and coverage of the minimum wage, because we believe that the economic 
imbalances which are becoming steadily more aggravated in our economy are due 
in substantial part to our failure to put enough purchasing power into the hands 
of those who need it most, and because the correction of those imbalances is one 
of the major economic problems we must solve if we are to prevent the threat to 
our eocnomy of successively more severe recessions and to achieve the rate of 
economic growth of which the economy is inherently capabie. 

The importance of this economic objective, however, does not detract from the 
fact that the abolition of poverty in our land is now an attainable goal for which 
we should strive on purely human and social grounds. 

We in the UAW are determined to fight poverty on all fronts in this country, 
and our record shows that we have consistently done so. We have fought, and 
will continue to fight, against the inadequate provisions now made for those who 
are unable to work because of their age, because of physical handicap, because of 
illness or accident, or simply because work is not available. But great as the 
need of families in these situations may be, there is a particularly bitter flavor 
of injustice in the hardship suffered by those who are working, and are still 
condemned to poverty because their wage for their labor is $1 an hour or even less. 

There is no justification for the payment of such sweatshop wages. 

The Fair Labor Standards Act has as its stated purpose the elimination of 
“* * * labor conditions detrimental to the maintenance of the minimum standard 
of living necessary for health, efficiency, and general well-being of workers.” 

No one today can honestly contend that even a bare subsistence living is pos- 
sible for a family dependent on wages of $1 an hour or less. Such a family if it 
is to maintain even a modicum of health and decency, must either have more 
than one breadwinner, frequently at the cost of serious neglect of young children, 
or it must turn for assistance to one of the social welfare agencies, a course 
which in the long run means that we as taxpayers are required to increase our 
tax burden in order to subsidize sweatshops. 


POVERTY IMPOSES HEAVY COSTS ON US ALL 


The human costs of poverty are intolerable to our sense of moral justice. 
How can we in good conscience accept the fact that in this land of abundance 
Inillions of families still must live in miserable slums, that millions of children 
still must grow up without sufficient clothing or adequate diets to maintain 
health in their bodies, that millions must drop out of school before they have 
gained the education they need and can use, simply because their families are 
too poor? But the costs of poverty, although they rest most heavily upon those 
afflicted by it, are not imposed upon the poor alone. Our whole society is burdened 
by the social costs of it. Broken homes, dependent families, juvenile delinquents, 
and all the other social evils which so often have their roots in poverty all 
contribute toa burden which all of us must share. 

We do not suggest that the improvements proposed in the minimum wage 
would solve all the problems of poverty in this country, economic, social, or 
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human. But they would at least ameliorate the poverty of some @% million 
workers who would benefit directly and immediately. A recent report by the 
Secretary of Labor shows that in June 1959 there were 3.6 million workers in 
all industries covered by the legislation who were receiving less than $1.25 an 
hour. In addition, it is estimated that of the 8 million more workers who 
would come under the extended coverage which is proposed, about 3 million are 
now paid less than $1.25. Many in this latter group are paid much less. A 
number of studies of individual communities made by the Department of Labor 
in 1957 on the effects of the $1 minimum wage brought out the incredibly low 
Wages received by workers not covered by the act. 

In Dalton, Ga., for example, in uncovered industries, the average wage paid 
in April 1957 to male janitors was 76 cents an hour, to cleaning women 66 cents 
an hour, and the average for all nonsupervisory female employees was 78 cents 
an hour. 

In Dothan, Ala., the average for male janitors was 76 cents, for cleaning 
women 49 cents, and for all women 79 cents. 

In Meridian, Miss., the average for male laborers was 94 cents, for male 
janitors 77 cents, for cleaning women 44 cents and for all women 68 cents. 

Wage levels almost as low were not confined to the Southern States. In 
Sunbury-Shamokin-Mt. Carmel, Pa., for example, the average in uncovered 
industries for male janitors was 89 cents, for cleaning women 72 cents (with 
the largest group paid less than 60 cents) and for all women was 82 cents. 

What possible justification can be found for wages as low as this? It will 
very probably be said in these hearings, as it has been said many times before, 
that we cannot afford to improve the minimum wage law because such improve 
ment would force some enterprises out of business. There is no evidence to 
support such a claim. All the evidence points the other way—that adequate 
levels of income for workers are the best assurance of markets and prosperity 
for business. But if it should happen that some business firms would fail if 
they had to pay a $1.25 minimum wage, that failure would take place because 
their managements were too inefficient or otherwise unable to meet the com- 
petition of other firms operating under exactly the same law. Should we be 
deterred by that? Does any employer have the right to demand that managerial 
inefticiency be subsidized by the payment of substandard wages to his workers? 
Employers who can stay in business only by this means have no economic or 
moral justification to remain in business. Allowing them to continue their 
practices is to accept the shameful degradation of their workers and to sanction 
immoral competition against decent businessmen. 


EFFECTIVENESS OF FLSA HAS BEEN HAMPERED 


From its enactment in 19388, the purpose of the Fair Labor Standards Act 
has been to raise standards for those at the bottom of the economic ladder. To 
some extent it has served that purpose. Its effectiveness, however, has been 
reduced from its inception by the reluctance of Congress to establish the minimum 
wage at a realistic level in line with current wages, productivty and costs of 
living, or to extend the protection of the act to many millions of workers in 
the distributive and service fields, or employed in the numerous types of other 
establishments exempted under the act. Traditionally Congress has lagged 
in adjusting the minimum wage to levels at which it can serve the purposes 
it is designed to serve. Insofar as coverage is concerned, the act today covers 
a smaller proportion of workers in the labor force than in 1938 when it was 
originally passed. 

Only 3 percent of the employees in retail trade and 19 percent of the workers 
employed in service and related industries are at the present time protected 
by the minimum wage and maximum hours standards prescribed by the Fair 
Labor Standards Act. The remaining 97 percent of workers in retail trade and 
81 percent in service are excluded from the protection of the act, despite the fact 
that by far the great majority of them are employed by giant department stores, 
far-flung variety and grocery chains, interstate hotel and restaurant systems, 
commercial laundry and dry cleaning enterprises, and metropolitan transit oper- 
ations. Also denied the protection of the act are workers employed in processing 
agricultural commodities, fish and seafood processing, small telephone exchanges, 
logging operations, and merchant shipping. 

The present $1-an-hour minimum wage was enacted in 1955. At that time, 
the labor movement took the position that the then-prevailing levels of wages, 
productivity and cost of living amply justified a minimum wage of $1.25 an hour. 
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It also contended. that the basic coverage of the Fair Labor Standards Act should 
be broadened so as to make it substantially the same as that of the Taft-Hartley 
Act, and that many of the exemptions provided in the law should be eliminated. 
Unfortunately, while there were many Congressman who agreeed with us, the 
Eisenhower administration took the position that lifting the minimum wage 
above 90 cents an hour would be inflationary, and the Congress as a whole re- 
fused to raise it any higher than $1 an hour at that time. The Congress also 
refused altogether to extend the coverage of the act. The Committee on Educa- 
tion and Labor even refused to hear testimony on the subject. 


WE MUST ALL PROGRESS TOGETHER 


Technological progress makes it possible for everyone in our economy to enjoy 
a steadily improving standard of living. President Eisenhower recognized that 
fact in his Economic Report this year when he said : 

“Hourly rates of pay and related labor benefits can, of course, be increased 
without jeopardizing price stability. Indeed, such increases are the major means 
in our free economy by which labor shares in the fruits of industrial progress.” 

One of the reasons why it is essential that the minimum-wage level be raised 
from time to time, and equally essential that coverage be greatly broadened at this 
time, is that those who need such protection almost invariably lack the economic 
power to obtain by the ordinary processes of collective bargaining their share of 
the fruits of industrial progress. Labor Secretary Mitchell pointed this out 
clearly in his statement to this committee on April 21. He said: 

“The increase in the level of wages in the American economy since 1956 re- 
flects such factors as gains in productivity, and changes in the cost of living. 
However, workers whose wage rates are at the minimum level have not benefited 
from this upward movement. For a very substantial proportion of the workers 
whose wages were raised to $1 in 1956, earnings have not increased in subsequent 
years. The real income of these workers has actually decreased as a result of 
the rise in consumer prices.” 

The President agrees that wages should rise in order that workers may share 
in the fruits of industrial progress. The Secretary of Labor agrees that wages 
of workers at the minimum wage level—and presumably also wages which are 
below that level—have not gone up. It is the purpose of the proposed improve- 
ments in the act to insure that they do. 


WHY TRADE UNIONISTS SUPPORT THESE IMPROVEMENTS 


The improvements in the minimum wage law which we support will have no 
influence whatever on the wage levels enjoyed by the great majority of trade 
union members who urge their adoption. Most union members have long since 
been able to negotiate wage levels far above the proposed $1.25 minimum. The 
average wage of UAW members, for example, is more than twice that amount. 
The steelworkers do not look to minimum wage legislation for their wage gains, 
nor do the railway workers, the printing tradesmen, or many others. Through 
solidarity and teamwork and self-discipline they have created strong, democratic, 
responsible trade unions. They have been able to obtain economic gains for 
themselves, and in doing so they have contributed greatly to the economic 
progress of this Nation. Their gains, for example, contributed substantially to 
cushion the drop in purchasing power during the recent recession, and so helped 
to prevent it from spiraling still further downward. The wages which have 
enabled them to buy better homes, better food, to provide more educational op- 
portunity for their children and to enjoy more recreation have also meant 
greater demand for the products of America’s factories and farms and service 
industries. 

Unfortunately, however, only about a third of American wage and salary 
earners have thus far been able to obtain the protection of strong trade unions. 
Many of the other two-thirds have tried to build unions for themselves, but 
they have had to face the opposition of employers who were determined to 
deprive them of their moral and legal right to do so, and who all too often were 
prepared to use and did use industrial spying, intimidation, and outright brute 
force to prevent organization. The legislation passed by the Congress in 1947 
and since has also, I am sorry to say, placed great obstacles in the way of 
workers who wish to organize. It is these workers—those who, as Secretary 
Mitchell admits, have been unable to obtain decent wages through free collective 
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bargaining—who now need the protection of a higher minimum wage and ex- 
panded coverage under the Fair Labor Standards Act. 

There are some industries, such as textiles, clothing, and furniture, which 
are partially organized. In these industries, it is not only the workers still 
unorganized who need better minimum-wage protection. Both the unionized 
workers and the decent employers who accept and bargain with their unions 
find their positions seriously threatened by the outrageously low wages paid 
in nonunion shops and the unfair competition which is thus made possible. 

But whether their members are among those who would not be directly affected 
by any of the proposed improvements in the law, or whether they are among 
those who need that protection, all AFL-CIO unions are united in support of 
legislation that will raise the minimum wage to at least $1.25 an hour and will 
extend coverage to some 8 million additional workers. 

We support this legislation because conscience demands it, and because the 
health of our economy requires it. 

We recognize the moral imperative to take every step within our power to 
eliminate poverty in an America in which it is no longer inescapable. 

We recognize also the economic imperative to insure adequate consumer 
buying power in this country so that our factories and our unemployed workers 
ean get back into production and our economy can grow as it should. 


OUR POSITION IN THE WORLD DEMANDS THIS LAW 


There is a third important reason why we support this legislation. Today, 
as never before, the eyes of the world are upon America, and millions of un- 
committed people throughout the world are in the process of making their 
decisions as to whether they will follow the free way of life or accept the kind 
of security promised by Communist totalitarianism. 

The toleration of sweatshop conditions in our own country is a poor way for 
us to promote the cause of freedom throughout the world. We are foolish indeed 
if we close our eyes to the fact that every pocket of poverty, every island of low- 
wage exploitation which we permit to exist in this country provides the propa- 
gandists of Communist ideology with one of their most potent arguments, espe- 
cially among the new countries which are just emerging from the shadows of 
political or economic colonialism. The Communists present to the world an 
entirely false picture of America as a social pyramid in which there is vast 
and uncontrolled wealth for the few at the top, and grinding poverty and brutal 
exploitation for the great majority at the bottom. They maintain that this 
is inevitable in a free society like ours. We know that this is untrue—that 
for the great majority of Americans this is a good country, in which we enjoy 
opportunities and standards of well-being unparallelled anywhere else in the 
world. But as long as we permit conditions which force some millions of 
Americans to live in poverty, the Communist argument that these are typical 
of great underprivileged masses in our country will continue to carry weight. 

And indeed, in a country which can afford so much for the majority of its 
people, the fact that we still tolerate poverty for an all-too-great minority is 
inexcusable. 

H.R. 4488 IS A MODEST STEP FORWARD 


The passage of H.R. 4488, which has been introduced by Congressman James 
Roosevelt, will represent a step toward the elimination of poverty. It is a 
modest bill, and the improvements it proposes are the absolute minimum that 
should be considered at this time. 

Certainly the proposals which were put before this committee on April 21 by 
Secretary Mitchell on behalf of the administration are far from adequate. The 
administration is dragging its feet on this legislation, just as it did on the 
minimum-wage improvements in 1955, just as it had done on virtually every 
piece of progressive social legislation which has come before Congress. 

In 1955 the administration opposed any increase in the minimum wage be- 
yond a paltry 90 cents an hour, contending that no larger increases could be 
absorbed. Against the administration’s opposition Congress enacted a $1 mini- 
mum, and it has been absorbed without any difficulty. The administration’s lack 
of faith in the ability of the American economy to make that much progress to- 
ward elimination of poverty was proven unjustified. 

Now, once again, the administration, in spite of its recognition of the great 
need that exists, is proposing a measure that will only scratch the surface. The 
provisions of H.R. 4488 would help raise the standards of living about 6% 








mil 
Mi 


659 
an 
ade 
pre 


an 
un 
vis 


in 


pre 
pra 
tall 
doi 
is | 
oth 

’ 


der 


in | 
tha 
nee 


We 
for 
we 
( 
of 
rea 
hot 
r 
Wh 
S-h 
cha 
spe 
wh 
act 
wel 
tics 
A 
anc 
ing 
T 
of 
Am 
of I 
ard 
init 
V 
me} 
con 
the: 
h 


4 


at 


Tu 











MINIMUM WAGE-HOUR LEGISLATION 821 


million workers who now receive less tahn $1.25 an hour. According to Mr. 
Mitchell’s figures, these include 1.4 million workers now receiving less than 
$1 an hour. 

By contrast, the measure which the administration support would affect only 
659,000 workers not now covered by the law and receiving less than $1 an hour, 
and would bring them up only to the $1 figure which Mr. Mitchell admits it in- 
adequate. The administration proposal would also provide a small increase to 
presently covered workers now at or close to the $1 minimum. 

Mr. Mitchell presented the administration proposal to this committee with 
an obiviously bad conscience. He knows that it is grossly inadequate, but 
under the influence of the administration of which he is a member he lacks the 
vision and the faith in America to take a stand that what is morally right must 
be and is economically possible in the wealthiest country in the world. 

Mr. Mitchell’s statement was in fact an abject admission of lack of confidence 
in the strength of our economy. He told this committee: 

“We recognize that there are millions of workers who are entitled to the 
protection of the act and who need to be treated as other workers. But as a 
practical matter you can only extend this act by stages or degrees. When we 
talk of extending coverage to 3.1 million workers as opposed to 8 million we are 
doing that not because we have no concern for the other 5 million but because it 
is not practical—in keeping with the requirements of the act—to bring in the 
others.” 

Not practical? I say there is nothing more impractical than to continue 
denying to these workers and consumers a wage which will afford them at least 
a bare minimum standard of living. There is nothing more impractical, 
in an economy which is lagging and stagnating for lack of sufficient purchasers, 
than to hold down below starvation levels the purchasing power of those whose 
need is greatest. 

This is not the spirit through which our country has grown to her greatness. 
We have not advanced in the past by taking timid half steps when bold strides 
forward were called for. The experience of the past 7 years has proven that 
we cannot advance that way today. 

Our country has become great because we have faith in ourselves and a vision 
of our future—and because we have recognized that the vision could be made 
reality only as we made progress toward raising the position of those at the 
bottom of the economic ladder. 

Always there have been those who said it was impossible, or impractical. 
When the 12-hour day gave way to the 10-hour day, and the 10-hour day to the 
8-hour day, there were those who feared that our economy could not stand such 
changes. When child labor was abolished, when women workers were given 
special protection, when compensation for injured workmen was provided for, 
when old-age pensions were adopted, when unemployment insurance was en- 
acted, when the Fair Labor Standards Act itself was passed—always there 
were those who viewed the change with fear, who warned that it was imprac- 
tical, or that we were going to far too fast. 

All of this legislation today forms part of the fabric of our social structure 
and contributes to the security and well-being of our people. Far from weaken- 
ing or damaging our economy, these laws have strengthened it enormously. 

The task is not yet finished. As the advance of technology and the progress 
of industry makes it possible to provide ever higher material standards for all 
Americans, we are able to provide more effective protection for those whose lack 
of bargaining strength prevents them from protecting themselves. As the stand- 
ards of living rise for most of us, so we must raise our sights in setting the 
minimum standards below which we propose that no one’s welfare should fall. 

We believe that our economy can not only absorb the effect of the improve- 
ments proposed in H.R. 4488, but that its health needs them. The national 
conscience demands them. America’s reputation among other peoples requires 
them. We urge you to enact them speedily into law. 








Mr. Lanprum. The committee is adjourned until Tuesday, May 3, 
at 10 a.m. 

(Thereupon, the subcommittee was recessed, to reconvene at 10 a.m. 
Tuesday, May 3, 1960). 
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TUESDAY, MAY 3, 1960 


House or RepresENTATIVES, 
SuscomMMITTEE oN Lasor STANDARDS 
OF THE CoMMITTEE ON EpucaTIoN AND Laspor, 
Washington, D.C. 

The subcommittee met, at 10 a.m., pursuant to recess, in room 304, 
Old House Office Building, Hon. Phil M, Landrum (chairman of the 
subcommittee) presiding. 

Present: Representatives Landrum, Roosevelt, Dent, Pucinski, and 
Hiestand. 

Staff members present: L. K. Alderman, Jr., chief clerk; Russell 
C. Derrickson, chief investigator ; and W. Wilson Young, subcommit- 
tee counsel. 

Mr. Lanprum. The subcommittee will please come to order. 

The first witness this morning is Mr. R. A. Wagner, executive 
director of the Cambria County, Pa., Retail Gasoline Dealers 
Association. 

We understand that also appearing is Mr. John Dressler of the 
New Jersey Gasoline Retailers Association, and Mr. Otis Ellis, gen- 
eral counsel of the National Oil Jobbers Council, Inc. 

The subcommittee would like each of you to be at the table simul- 
taneously, and if each of you has statements, to give them as briefly 
and expeditiously as you can, and let us go into questioning after 
each of you has stated your position, 

Or, if there is a spokesman for the group, we will accept that 
procedure. 

What we want to do is to expedite these hearings because we have 
another group scheduled this morning and we have an operating 
deadline of 12 o’clock. 

Mr. Wagner, if you will come around, we will be glad to hear you. 
Each in turn will identify himself to the reporter, please. 

Mr. Dresster. My name is John Dressler, New Jersey Gasoline 
Retailers Association. 

Mr. Wacner. My name is R. A. Wagner, Cambria County 
Association. 

Mr. Exxis. My name is Otis Ellis, general counsel of the National 
Oil Jobbers Council. 

Mr. Lanprum. Suppose you proceed, Mr. Wagner, in whatever 
fashion you desire. 
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STATEMENT OF R. A. WAGNER, EXECUTIVE DIRECTOR, CAMBRIA 
COUNTY, PA., RETAIL GASOLINE DEALERS ASSOCIATION 


Mr. Waener. My name is R. A. Wagner, and I am executive direc- 
tor of the 300-member Cambria County, Pa., Retail Gasoline Dealers 
Association and I have served in that capacity for 22 years. 

I was president of the association for 15 years before assuming the 
post of executive director. 

Mr. Landrum, I would like to introduce a member and director of 
our association, Mr. Ted Catena, from Johnstown, Pa. 

I am happy to have the opportunity to be here today and speak to 
you on a subject in which I am keenly interested. I honestly believe 
it is one that can have a great effect on many friends and associates 
in the retail gasoline business. 

I believe that the proposals to amend the Fair Labor Standards 
Act which you gentlemen are considering can unwittingly serve to 
cripple gasoline retailing, a business I have been a part of since 1918. 

Let me say that I am well aware of the statements that have been 
made that these bills will not affect the majority of gasoline dealers. 

At the same time, there are others who say that this legislation is 
intended to cover the gasoline dealer and that it will affect him. 

I understand that at hearings during the last session on the com- 
panion Senate bill, Senator Kennedy indicated that he felt service 
station employees should be covered by the amendments to the Fair 
Labor Standards Act encompassed in S. 1046. 

I do not pretend to be a legislative expert or a legal analyst. But 
as I read the language of the bill in section 3, paragraph (r), defining 
enterprise, I think it might be interpreted to include service stations. 
Here’s what the section says: 

(r) “Enterprise” means the related activities performed (either directly or 
indirectly through unified operation or common control or otherwise) by any 
person for a common business purpose of providing goods or services, or the 
products thereof, or a combination of them, to others. 

As I read this, the definition of enterprise in a gray area which 
might be interpreted as applying to a branded automotive service 
station. 

Because of similar merchandising tactics, color schemes, and brand 
identification, it is possible that the courts might rule that all gasoline 
stations selling the same brand of motor fuel are—quote—“related 
activities” —unquote—performing a common business purpose. 

Gentlemen, if it is your intention that this legislation should not 
cover service stations, may I respectfully suggest that the language 
of the bill spell out that intent more clearly. But if you do intend 
to cover service stations, our association will have to oppose these bills. 

Let me explain why. 

TI can tell you here and now gentlemen, that if service station opera- 
tors were compelled to raise wages to a minimum of $1.25 an hour, it 
would seriously affect most of the members of our association. 

In Cambria County, wage rates for service station help range from 
85 cents an hour for beginners at small stations, to $1.35 an hour at 
stations pumping up to 35,000 gallons per month. 

Incidentally, even dealers who have employees already receiving 
$1.25 or more an hour would stand to be affected by this legislation. 
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These employees often work anywhere from 9 to 12 hours a day and 
would have to be paid time and a half for anything over 40 hours in 
1 week. 

This overtime factor cannot be avoided in the retail gasoline busi- 
ness. Long hours, 6 or 7 days a week, are the very nature of the busi- 
ness. Customers demand that stations be open at their convenience. 
The early morning customer on his way to work wants to be able to 
purchase his gasoline at that time. 

The demand continues throughout the day, with the housewife given 
the responsibility of getting the car serviced. 

And then there is the other end of the day, when the man of the 
family comes home from work. 

These long hours necessarily entail well over 40 hours a week for 
employees. Yet the station operator puts in the same hours, usually 
more. In most cases the dealer is on the property to open the doors 
and is the last man there at night to close out the pumps and figure the 
cash receipts for the day. 

To impose rules applicable to manufacturing plants and other estab- 
lishments upon a business which by custom and necessity remains open 
12 to 14 hours a day, often 7 days a week, would be ruinous to these 
people. 

Sixty of our 300 member stations were in the 10,000 to 20,000 gallon 
per month bracket last year. These stations pay their help on the 
average of a $1 to $1.10 per hour. That may not sound like very 
much. But 17 of these 60 stations went out of business last year par- 
tially at least because their overhead costs were too high for him to 
realize even a modest profit. 

So far this year, another 17 stations in the county have changed 
hands and based on discussions with dealers in our association, I 
learned that 18 others may have to give up the ghost because of poor 
profits. 

To make matters worse, there are 11 other stations shut down right 
now in Cambria County. 

Obviously, the profit picture is none too rosy for many of our mem- 
bers for a variety of reasons. But certainly any drastic increase in 
labor costs will only serve to complicate the situation even further. 

There are other ramifications of this legislation which are equally 
important. Relatively few stations in our county can afford to pay a 
$1.25 an hour. 

As I mentioned earlier, we pay beginners a minimum of 85 cents an 
hour. If their starting wage is raised to $1.25 per hour, wages will 
have to be boosted all along the line to maintain the spread now exist- 
ing between the beginner and the experienced employee. This would 
mean that our dealers would have to pay an hourly wage of at least 
$1.25 for the experienced hand. 

But the chain reaction wouldn’t stop there. As I mentioned a 
minute ago, many of the experienced employees work anywhere from 
9 to 12 hours a day. Under the proposed legislation, at a $1.65 an 
hour for regular time, we would have to pay them $2.48 an hour after 
the first 40 hours. 

Based on a 10-hour, 6-day week, we would be paying these em- 
ployees almost $50 a week for overtime, which would bring their gross 
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earnings to $115 per week. This is half again as much as our dealers 
are now paying. 

As I said earlier, many of our dealers are already fighting to keep 
their heads above water. Any substantial wage boosts that would 
have to be made without a corresponding increase in sales would dim 
the profit outlook even further. 

A dealer who is hamstrung with higher wage costs would naturally 
attempt to cut his overhead in order to remain in business. Most ele- 
ments of his cost of doing business are fairly inflexible. His only 
alternative would be to reduce overhead by cutting the number of his 
employees. 

On this point I would like to refer to an editorial that appeared 
in the Christian Science Monitor recently, commenting on the national 
rise in unemployment in March of this year. The editorial states: 

To those who have been watching business signs of a firm upward trend the 
figures for March of the U.S. Department of Labor are disappointing. At a 
time of the year when jobs normally increase they have declined. This may be 
largely due to adverse weather, but the effect of other factors is not clear. 
Employment has gone back about 5 percent. This is a reason for the Government 
to encourage construction activities and to assure adequate credit is available 
for economic growth. 

It also comes at a time when spokesmen for organized labor have urged Con- 
gress to raise the Federal minimum wage-hour from $1 an hour to $125 an 
hour and one of them saying, “If an enterprise cannot survive except by paying 
wages of 75 cents an hour I am perfectly willing for it to go out of business.” 


This part here is from Mr. Meany, the president of the American 
Federation of Labor. Hestates: 


If an enterprise cannot survive except by paying wages of 75 cents or $1 an 
hour, I am perfectly willing for it to go out of business. I do not believe such 
an enterprise is worth saving at that price. It does more harm than good, 
socially and economically. It is not an asset; it is a liability. So if this kind 
of business is killed by a minimum wage of $1.25, I, for one, will not be sorry. 


I am extremely sorry to hear that a man of Mr, Meany’s intelligence 
would make a statement like that. 

I have attempted to point out to you the financial hardships that 
this legislation would place upon the members of our association. 
There are additional aspects of this problem that remain to be covered, 
but I have confined my remarks to an area I think I know something 
about. Others are far better qualified to discuss the implications of the 
extension of Federal regulation into an area which has been tradi- 
tionally a local matter, the burdensome recordkeeping that would be 
involved and the other problems that might crop up somewhere along 
the line. 

I think you gentlemen will all agree that gasoline dealers perform 
a most important service in their community. Many of them are 
having a tough time making a go of it. 

Gentlemen, please don’t make it any tougher. 

Thank you. 

Mr. Lanprum. Thank you, Mr. Wagner. 

Now, is it satisfactory with you and the other two members of this 
representation to go ahead with the other statements before any 
questions are propounded ? 

Mr, Dresser. Yes. 

Mr. Lanprum. Then, Mr. Dressler, suppose you proceed. 
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STATEMENT OF JOHN DRESSLER, EXECUTIVE SECRETARY, NEW 
JERSEY GASOLINE RETAILERS ASSOCIATION, MARLBORO, N.J. 


Mr. Dressier. My name is John Dressler. I am executive secre- 
tary of the New Jersey Gasoline Retailers Association & Allied 
Trades, Inc. 

Our headquarters are in Marlboro, N.J., and our membership con- 
sists of those engaged in the operation of service stations, garages, 
and accessories stores. 

We have approximately 1,100 members and have been organized 
since 1935. 

We are opposed to the inclusion of retail business under the Federal 
wage and hour laws. We are opposed to this proposed amendment to 
the Federal minimum wage and hour law for the following reasons: 
1. Intrastate business can best be regulated by the State and local 
aws, 

2. Small retailers are poor bookkeepers and we would create a 
great many lawbreakers. 

3. Poor enforcement would injure those who would comply. 


INTRASTATE BUSINESS—THE RETAILING OF PRODUCTS 


By the nature of its operation, retailing of gasoline is essentially 
an intrastate operation. There are, for instance 10,000 licensed gaso- 
line retailers in the State of New Jersey. 

I appreciate that under the present definition very few would come 
under the provisions of this act, but if we accept the theory of regu- 
lation of intrastate business, the definition of size could be changed 
from time to time. Therefore, we are fearful that if this first appli- 
cation of regulation is accepted that future expansions of the theory 
would affect the vast number of gasoline retailers. 


POOR ENFORCEMENT WOULD INJURE THOSE WHO COMPLY 


Any law that will not be properly enforced is not a goodlaw. For 
those who would comply would be penalized and those who violate 
would be rewarded. 

This is not a healthy situation and yet it would be physically im- 
possible for the Federal Government to police a law of this type that 
might ultimately involve 10,000 small businessmen in gasoline re- 
tailing alone. 

For this reason, we believe that the regulation of retailing should 
be left to the State and local governments. 


SMALL BUSINESSMEN ARE POOR BOOKKEEPERS 


While the principle of minimum-wage laws are clearly established 
as part of our economy, we must recognize that the definition and ap- 
plication of this type of law must fit somewhat the normal prety. 
tions existing in the business. 

In the instance of the small retailer, he is notoriously a poor book- 
keeper. Usually he works right alongside of his employees, many 
times working harder and longer hours than the employees. The 
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nature of this responsibility and the demand on his time frequently 
causes him to keep sketchy records. 

If this law were made to apply to him, we would find that by law 
we have been creating thousands of lawbreakers. We would open 
the way for many actions at law on the part of disgruntled employees 
and expose the small businessman to such pressures that the failure 
rate would be greatly increased. 

He would either have to add on to his payroll the cost of legal 
advice and CPA services, which would be a great burden to him, or 
attempt to understand and keep, according to law, records that the 
wage and hour law would impose on him. 


NATURE OF GASOLINE RETAILING 


am primarily concerned with gasoline retailing because I am 
bie amile familiar with its operations in the State of New Jersey ; 
therefore, I would like to point out that the conditions existing in our 
industry are so different so as to defy a uniform regulation. 

The employee of a service station cannot have his time utilized 
as the employee in manufacturing, for instance, might be. 

There are many hours in the week in which the service station 
employee is not. called on to perform any service because there is no 
way of knowing in advance when the public demand for those services 
would be needed. 

A factory, on the other hand, can schedule its work so that the 
employee's time is completely utilized. He can, therefore, submit 
to a regulation of hours and minimum program on a more wniform 
basis. 

We have the service station located on a key highway who sells 
gasoline primarily and whose sales would be made at varying hours 
fitting both the season of the year and the conditions of the traffic 
on the highway. 

We have the service station located in summer resort. areas, at the 
mountains and at the seashore, who will do their greatest percentage 
of business in the 3 summer months during which time the men 
are required to work longer hours and extra employees are put on. 

Then there is the service station located in the community, who 
balances out gasoline sales profits with profits made from repairs, 
lubrication, et. cetera. 

This last classification of dealers would probably have the most 
uniform conditions under which to operate, but even in his case, 
weather conditions can cause a change in the demand for service by 
the employer and his employees. 

For instance, during the cold weather, he is called on to start auto- 
mobiles that have stalled. There are many times during cold and 
rainy weather when the employee would be required to work longer 
hours in order to keep the motorist properly protected. 

But balancing out, to the employee’s benefit, there would be a great 
deal of slow periods when the employees would have considerable 
idle time. 

I believe a careful study by this committee of this problem will 
make you realize that this is a problem that should be handled by 
the State. It has the established facilities and a better understand- 
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ing of the problems of its small businessmen and is, therefore, better 
able to write the regulations so that they would not be harmful to 
small business. 

We urge that the regulation of wages and hours in the retail in- 
dustry be left up to the State and local governments and that no 
attempt be made by the Federal Government to establish jurisdiction 
over this business. 

Thank you. 

Mr. Lanprum. Thank you, Mr. Dressler. 

Will you proceed, Mr. Ellis? 


STATEMENT OF OTIS H. ELLIS, GENERAL COUNSEL, NATIONAL OIL 
JOBBERS COUNCIL 


Mr. Exxuis. My name is Otis H. Ellis. I am engaged in the general 
practice of law, maintaining offices at 1001 Connecticut Avenue, Wash- 
ington, D.C., and appear here today on behalf of and in my capacity 
as general counsel for the National Oil Jobbers Council. 

The National Oil Jobbers Council is in effect a federation of 33 
State and regional associations of independent oil jobbers, repre- 
senting jobbers in 40 States. 

Following is a list of the membership of the National Oil Jobbers 
Council: 

Alabama Petroleum Association, Ine. 

Arkansas Independent Oil Marketers Association. 

California Petroleum Marketers Council (Jobber Division). 

‘olorado Petroleum Marketers Association. 

Connecticut Petroleum Association. 

Empire State Petroleum Association, New York. 

Florida Petroleum Marketers Association, Inc. 

Georgia Oil Jobbers Association. 

Illinois Petroleum Marketers Association. 

Independent Oil Men’s Association of New England (Vermont, 
Maine, Massachusetts, Rhode Island, New Hampshire, and Connecti- 
cut). 

Indiana Independent Petroleum Association, Inc. 

Intermountain QOil Jobbers Association (Utah, Idaho, and 
Nevada). 

Iowa Independent Oil Jobbers Association. 

Kentucky Petroleum Marketers Association (Jobbers’ Division). 

Louisiana Oil Marketers Association (Jobber Division). 

Michigan Petroleum Association. 

Mississippi Oil Jobbers Association. 

Missouri Petroleum Association. 

Nebraska Petroleum Marketers, Inc. 

North Carolina Oil Jobbers Association. 

Northwest Petroleum Association (Minnesota and North Dakota). 

Oklahoma Oil Jobbers Association. 

Oregon Oil Jobbers Association. 

Pennsylvania Petroleum Association. 

Petroleum Marketers Association of New Mexico (Jobber Divi- 
sion). 

South Carolina Oil Jobbers Association. 
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South Dakota Independent Oil Men’s Association. 

Tennessee Oil Men’s Association. 

Texas Oil Jobbers Association. 

Virginia Petroleum Jobbers Association. 

Washington Oil Marketers Association. 

Wisconsin Petroleum Association. 

Wyoming Oil Jobbers Association. 

The policy of the council, determined by unanimous vote of the 
above-named organizations, is to oppose any increase in the minimum 
wage or any expansion of the coverage of the Fair Labor Standards 
Act, as amended. 

The council’s policy further provides that we recommend that the 
Fair Labor Standards Act, as amended, be further amended with 
appropriate language designed to impose a more strict interpretation 
on what acts constitute engaging in interstate commerce or the pro 
duction of goods for such commerce as contrasted to the elastic in- 
terpretations heretofore imposed by rulings of the Department of 
Labor and the courts. 

We are definitely of the opinion that further expansion of coverage 
as provided for in most of the bills before this subcommittee for con- 
sideration, together with the proposed increase in the minimum wage, 
would substantially curtail employment by independent oil jobbers 
and would definitely substantially curtail their earning power. 

To put it more bluntly, we are of the opinion that the provisions 
contained in H.R. 4488 would not only bring about substantial “cur- 
tailment”, but would seriously jeopardize the ability of many jobbers 
to compete and would drive many others into liquidation of their 
businesses. 

For the benefit of those members of the subcommittee who are not 
familiar with an oil jobber’s activities, I would like to briefly describe 
the role the jobber plays in the distribution of petroleum products 
throughout the Nation. 

Oil jobbers sell and deliver approximately 30 percent of all gasoline 
sold to service stations. 

In addition, jobbers distribute well over 50 percent of all petroleum 
products sold to the farmers; 50 percent of the imported commercial 
fuel oils, and 85 percent of the fuel oil delivered to the homes of the 
Nation for heating purposes. 

Relatively few jobbers operate in more than one State, although 4 
majority of jobbers sell and distribute petroleum products which orig: 
inated in a State other than the State in which the jobber has his 
principal and only place of business. 

Most of these petroleum products are delivered to the jobber’s trans- 
port trucks at the supplier’s terminal located in the same State in 
which the jobber does business. 

The volume of business handled by jobbers ranged from 100,00 
allons of products per year to upward of 60 million gallons per year. 
he average jobber sells approximately 1,200,000 gallons of products 

per year, or a dollar volume of approximately $250,000 per year. 

From a standpoint of employment jobbers vary from a father and 
son operation, to approximately 400 employees. The average jobber 
employs approximately five persons. 
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From a numerical standpoint the number of “average size jobbers” 
is well over 50 percent of the 12,000-plus jobbers in the country. 

By any definition, 95 percent of all jobbers are small businessmen, 
and, relatively speaking, the remaining 5 percent are small when con- 
trasted to the large oil companies. 

The methods and sources of acquiring products, the methods of 
sale of products, the percentage of the various petroleum products 
sold, and the type of customers to which petroleum products are sold 
by independent jobbers vary greatly. , 

Some jobbers deal only in the sale of household burning oils, and 
even though these jobbers acquire their products within one State and 
only sell those products to household consumers in the same State, the 
Department of Labor insists they are wholesale distributors and in 
some instances has required that they operate in conformity with the 
existing Fair Labor Standards Act. 

Other jobbers deal primarily in the sale of gasoline, diesel fuels, 
lubricating oils, and fuel oils for commercial and household heating 
purposes. 

Many jobbers own service stations which they either lease to others 
for operation or operate themselves with salaried personnel. 

Even those jobbers who make a practice of leasing their service 
stations to independent dealers must at times operate the stations 
with salaried personnel during the interval between one dealer leaving 
and the acquisition of a new tenant. 

Most of the smalltown and rural jobbers sell gasoline and heating 
oils to the farmers of the Nation. 

Some jobbers will sell products to trucklines, and manufacturers 
engaged in the manufacture of goods for sale in interstate commerce. 

In such instances the Department of Labor insists that the jobber’s 
sales to these types of customers are an act “in the production of goods 
for commerce,” and, therefore, impose on these jobbers the burden that 
“some” of their employees are subject to the Fair Labor Standards 
Act. 

I point out these methods of doing business, as well as the variety 
of petroleum jobber operations, for the purpose of showing that even 
under existing law the majority of the independent oil jobbers of the 
Nation are in a twilight zone as far as knowing whether or not they are 
subject to the Fair Labor Standards Act. 

I would also point out that if the Roosevelt bill becomes the law the 
twilight zone will be removed ; they will all be covered. 

I would further point out that by far the numerical majority of oil 
jobbers do not operate in conformity with the existing act. Most 
jobber employees are paid an amount equal to or greater than $1 per 
hour, but they do not receive the time and one-half rate for overtime. 

Most jobbers follow the practice of employing their fuel oi] and 
gasoline truckdrivers on a fixed weekly wage Basie, and endeavor 
to give them employment year round on this basis. 

In the case of the fuel oil truckdriver, this usually means that he 
works more than a 40-hour week during the heating season, and the 
remainder of the year he works a shorter week. 

As a matter of fact, most fuel oil jobbers keep their drivers during 
the off-heating season at a loss. 








832 MINIMUM WAGE-HOUR LEGISLATION 


The sale of petroleum products is highly competitive, not only 
within the petroleum industry, but with other energy sources as well. 
Fuel oil jobbers, for example, must compete with the sale of coal, 
electricity, and natural gas, with the latter taking an ever increasing 
part of the home heating market. 

Any action which imposes on this type jobber a higher cost of doing 
business in the competitive arena further jeopardizes his ability to 
stay in business, and if these costs are increased much further, it will 
ultimately lead to his extinction. 

Certainly H.R. 4488 would drastically increase the cost of doing 
business for the majority of jobbers in the country. 

As a result, the fuel oil truckdrivers would no longer have summer 
employment and the same might apply to some of the gasoline truck- 
drivers during the winter months when sales are at their lowest. 

Even if the jobber were able to remain in business under the pro- 
posed revisions in the law, he would be compelled to rearrange his 
method of operations in such a manner that less employees would have 
to handle the same volume of business, many employees would be 
terminated, and many would suffer lack of employment during the 
off-season periods of delivery. 

It should also be borne in mind that the jobber’s principal competi- 
tor in the sale of gasoline, commercial fuel oils, diese] fuel, and lubri- 
cating oils is the major oil company, which is not solely dependent on 
profits from marketing operations, but by virtue of its integrated 
status can make a profit on crude oil production while breaking even 
or losing money on refining or marketing operations, 

The jobber, by contrast, must make or break on the profits from 
marketing, exclusively. This means that even though our principal 
competitors selling these products conform to the Fair Labor Stand- 
ards Act, it does not necessarily follow that our competitive position 
would be the same if we were compelled to conform. 

There are many technical objections which we have to the various 
bills proposed for consideration by this subcommittee. Most of those 
objections have been raised by others and there is no necessity for 
burdening you further with cumulative statements. 

Let. it suffice to say that extending the coverage of the Fair Labor 
Standards Act to cover all petroleum jobbers and many of their 
service station customers would significantly increase the overall cost 
of living of the Ameircan consuming public, would increase the num- 
ber of unemployed, would decrease the earning power of those jobbers 
that were able to survive, and would set in motion the ultimate ex- 
tinction of a majority of these jobbers who provide the wide tribu- 
taries for distribution of petroleum products. 

It appears to us that the time has long since passed when the pendu- 
lum which swung so far in favor of labor should start swinging back 
in favor of the small businessman, who, since the founding of this 
Nation, has been the mainspring of our economy. 

The greatest difficulties faced by most small businessmen today are 
those posed by big Government, big business, and big labor, in about 
that order of importance. 

It appears that big Government will never be satisfied until it has 
reached the point of dictating every move of the businessman, whether 
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he be large, or small, and the proposed legislation is merely another 
step, and a big one, in that same general direction. 

How we can ever expect to preserve competition by the passage of 
laws which tend to destroy it, is a little beyond me. 

How we can curb inflation while, at the same time, promoting it, 
poses another dilemma. 

If it is the intent of the Congress to destroy the average small 
businessman who engages primarily in intrastate business, I can con- 
ceive of no better way of doing it than by passing Congressman 
Roosevelt's bill, H.R. 4488. 

Thank you. 

Mr. Lanprum. Gentlemen, I will try to be as brief as possible with 
two things that stand out in my mind at the moment, about these 
statements. 

First, the burden of Mr. Wagner’s statement appears to me to 
deal with the new definition included in section 3 of the bill under 
paragraph (r), defining enterprise. 

Now, I understand your statement to mean that you believe that 
this definition will include service station operators regardless of any 
gross volume in dollars that he might do, merely because they have 
on sale brand name products of a nationally advertised concern, 
such as Gulf, Standard, or Texaco; is that correct ? 

Mr. WaGNneEr. Yes, sir; we so interpret this bill. 

Mr. Lanprum. Then would you interpret it to mean that a country 
store, a combination grocery-general merchandise and service station, 
with a Standard Oil sign out front, with a can of Esso lubrication or 
a can of Gulf lighter fluid on its shelves, could be covered under this 
whether its combined sales in all of those areas was $500,000 ? 

Mr. Waener. Yes, sir. 

Mr. Lanprum. Then under your interpretation of this bill with 
this definition it would have to be a strictly so-called mom and pop 
operation in order to be exempt at all; is that correct ¢ 

Mr. Waener. Yes, sir. 

Mr. Lanprum. Now, I would seek the opinion of some of you, or 
all of you, on this question : 

It has been my observation that a substantial part of the price, re- 
tail price, we pay for gasoline is taxed—I believe down in my own 
State approximately 50 percent of the retail price of the gasoline is 
taxes. 

Now, have you or your attorneys given a study as to whether in 
calculating the gross sales for purposes of determining whether he 
comes under this act, that the taxes collected by the service station 
operator is to be included in gross sales? 

Mr. Exiis. I interpret that it would be, Mr. Chairman. Most of 
the States, for example, who have an additional sales tax, and some 
of them do, even above their regular State gasoline tax, they impose 
that sales tax on the gross which includes both State and Federal 
taxes. 

Certainly my previous experience with the Department of Labor, 
knowing how those boys lean, and with their elastic minds, you may 
rest assured they will include it. 
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Mr. Lanprum. Then, under that interpretation a State with a gen- 
eral retail sales tax which covers all items retailed over the counter, 
groceries or otherwise, the tax collected on the items sold would be 
calculated as part of the gross for purposes of determining whether 
that retailer is to be covered under the amendment; is that correct? 

Mr. Exxis. I would anticipate that that would be their interpreta- 
tion. 

Certainly there is no exclusion written into the bill as proposed. 

Mr. Lanprum. The point raised by Mr. Wagner on the definition 
of “enterprise” is new, at least tome. I have been somewhat disturbed 
about the bill moving into areas of very small retailing, based on 
paragraphs 5, 6, and 7 of section 3, but I have not heretofore inter- 
preted the new definition of “enterprise” to mean that selling a national 
or national brand name which might be produced in one State and 
sold in many others, would cause the retailer to be covered. 

It is your opinion that that would be the result; is that right? 

Mr. Waener. Yes, sir. 

Mr. Lanprum. Mr. Dressler, have your people given any study to 
this? 

Mr. Dresster. We are more concerned with the thought that re- 
tailing is something that ought to be controlled by the State, that 
the State is better equipped to set up enforcement procedure which is 
the heart of a law, and that the State would have a better knowledge 
of the peculiarities of the several kinds of retailing. 

Mr. Lanprum. In New Jersey, do you have a State wage law? 

Mr. Dressier. Just for women and minors. We have a method of 
negotiating between an industry and our labor commissioner, where 
an industry can come under minimum wages with the consent and 
the regulations issued by the labor commissioner. 

Mr. Lanprum. Mr. Wagner, you have a minimum-wage law in 
Pennsylvania; is that correct ? 

Mr. WaeneEr. Yes, sir. 

Mr. LAanprum. We have been informed by other witnesses before 
the committee that this State minimum wage in Pennsylvania varies 
according to the population of the respective cities and towns; is 
that right? 

Mr. Waener. Yes, sir; and the business you are in. 

Mr. Lanprum. Mr. Dent? 

Mr. Denv. Mr. Ellis, you started off by saying that you were op- 
posed to the extension of minimum wages and maximum hours. 

Do you mean in all categories of business, in all categories of pro- 
duction, in all categories of operation ? 

Mr. Exxis. As applied to the people I represent. I do not profess 
to speak for other industries. 

Mr. Denvt. That is all I wanted to know. 

Mr. Lanprum. Mr. Hiestand. 

Mr. Hresranp. Mr. Wagner, your plea and that of Mr. Dressler, as 
I get it, to so clarify this bill as to eliminate gasoline dealers—— 

Mr. Wacner. Yes, sir. 

Mr. Hrestanp. Now, if we were able to make such a clarifying 
amendment and thereby exclude them, do you think that you would 
suffer from indirect competition for help and things like that, bear- 
ing in mind, Mr. Wagner, that the people you hire are somewhat mar- 
ginal in that they are equipped to work hours and times that maybe 
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suited to them, and so forth, would that hurt you considerably if the 
law were in effect excluding you fellows? 

Mr. Waener. I would rather think not. 

Mr. Lanprum. How do you feel about it, Mr. Dressler ? 

Mr. Dresster. I would like to add a comment if I may, here, sir. 

Our industry is known for its division of thought. My opposition 
to this bill does not stem from the belief that that minimum wage is 
not a just one. I cannot agree with my colleague. 

I am more inclined to agree with Mr. Meany that a business that 
cannot pay more than 75 cents and hour does not justify its existence. 

I think we ought to be exempt from Federal regulation because I do 
not believe you can enforce the regulations. 

We have in our city areas the competition of industry which has 
forced the wage scale in New Jersey above the minimum you are try- 
ing to set. It is the overtime features that concern me and the fact 
that we may find ourselves under Federal regulation with poor en- 
forcement, or in most cases no enforcement, and no understanding of 
the local problem you may have. 

That is our reason for being opposed. 

Mr. Lanprum. Do you care to comment on that one, Mr. Wagner? 

Mr. Waener. I rather think I will let the gentleman speak. 

Mr. Lanprum. Mr. Ellis, the problem of the jobber is quite a unique 
one in this field, it would seem to me. You logically could be rather 
heavily concerned with the welfare of your customers as well as your 
own trade. 

Mr. Exxts. We are. 

Mr. Lanprum. And if it puts a substantial number of your cus- 
tomers out of busines, the sn is going to buy gasoline and petroleum 
products just as much as ever; they would have to buy them from 
whom ¢ 

Mr. Exxais. They will end up buying them from the major oil com- 

anies. 
‘ Mr. Lanprum. In other words, this bill would help the big majors 
and just hurt the small businessman ? 

Mr. Exx1s. That is my opinion. 

Mr. Lanprum. Are your truckdrivers members of the Teamster’s 
Union generally ? 

Mr. Exxis. That depends on the area. If they are in New York 
and larger metropolitan areas where labor is highly organized, many 
of them are, but when you get out to the wialler towns where that 
type of labor is not organized, I suspect that the majority of our truck- 

rivers are not members of the Teamsters’ Union. 

Mr. Lanprum. Do you believe that the competition between your 
customers and the majors is a wholesome thing for the American 

le? 

Mr. Exxis. When you remove from the sale of petroleum products 
the competition of the independent, or you so minimize it that it no 
longer is of any consequence, you leave the American public at the 
mercy of the major oil companies. 

I do not mean to imply that they necessarily will gut them, but cer- 
tainly when competition is minimized the tendency is toward the 
pubhie suffering by way of price. 

Mr. Lanprum. Thank you. 
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Mr. Waener. Mr. Hiestand, I would like to make this comment: 
This bill in regard to enterprise, we have been doing business for over 
100 years. We are the third largest business in the world, We have 
been running our business dealing with the most courteous body of 
men in the world, the men that give away more free services than all 
other businesses combined, and a wonderful and fine job has been done. 

While we have service stations going out of business on account 
of not being able to make a living, it is because you cannot get college 
professors and educators and good businessmen in the business where 
there is actually nearly 300,000 stations, large and small, and I be- 
lieve that we can handle our affairs very nicely and I think that 
past in the bill pertaining to enterprise should be taken out of this 

ill. 

Mr. Hiestanp. I appreciate that statement very much, Mr. Wagner. 
I know that we will all agree that one of the things that has kept 
small business in business, and especially small gasoline retailers in 
business, is the building of good will. 

The service station operators, at least in the part of the country 
from which I come, California, have certainly built their business on 
a competition of building coutesy and good will. Thank you, Mr. 
Chairman. 

Mr. Lanprum. Mr. Roosevelt. 

Mr. Roosrverr. Mr. Chairman, I want to say to these gentlemen 
that I am sorry I was not able to be here when you started out this 
morning. I have read some of your testimony which I received last 
night. 

I think most of you know this has been a particular field in which 
Lhave had a rather consistent interest. 

I think that there is a tremendous amount in what you have to say,. 
when the bill was drafted it was drafted as an overall bill for the 
purpose of looking at the entire picture, knowing that this legislation 
as in nearly all legislation, would then be subject to minute study 
— as it applied to the various people who in the overall might come 
under it. 

I think I speak for my colleagues on the right and I hope on the 
left, also, in saying 

Mr. Lanprum. You are not speaking about the middle? 

Mr. Roosrvetr. Are you in the middle? 

Mr. Lanprum. I would think so. 

Mr. Roosrverr. And the middle, then, that it is our fundamental 
purpose not to injure anybody if it is possible to do so in this legisla- 
tion. 

What we are trying to do was expressed, Mr. Dressler, by you, to 
do the right thing and to try to get people who are suffering in a 
better position without at the same time hurting people who are em- 
ployed, or hurting them for that matter, in the process. 

I am convinced that this legislation can and will be drawn so as to 
cover the points you are concerned about and I am particularly im- 
pressed with your argument as to the definition of enterprise which 
is ‘in the bill. 

I might say, I am impressed with some others who have come before 
the committee concerning the rewriting of the paragraphs which have: 
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to do with a description of what is commerce and what is not 
commerce. 

We have legislation on the books which has been fairly well time 
tested now, over a period of time, and I, for one, am not sure that this 
is the time or the place to undertake to do a complete rewrite job with- 
out much further consideration than we are going to be able to give 
this bill at this time on those subject matters. 

What you have said about the paragraph about enterprise has a 
good deal of sympathy from me and I know that the entire committee 
is going to give it a good deal of attention. 

I want to thank you for your presentation. I want to reiterate that 
I think that you have a very valid case in this instance. 

Mr. Lanprum. Mr. Pucinski ! 

Mr. Pucrnsxr. I would like to join in the remarks of Mr. Roose- 
velt. I also feel that there is a great deal of revision necessary. 

However, Mr. Wagner, I would like to ask you this question: 

Your concern about the definition of enterprise is, of course, very 
proper. Are you speaking now of the franchised dealers, franchised 
gasoline station operators, or are you speaking now of gasoline sta- 
tions that are actually owned by the big oil companies and merely 
run by employees of theirs, when you raise a fear that they may come 
under this coverage of $500,000 exemption standard ? 

Mr. Waener. I am primarily concerned, of course, with all service 
stations, but the dealer who owns and operates his own station is one 
of my primary objections. 

Mr. Pocabent Your fear, then, is that if a man rents a gasoline 
station from Shell Oil Co. and merely pays them rent for that station 
and under a contract has to buy their products even though he hires 
and fires the personnel, he sets the pace of service, in all practical 
interpretation he is an independent dealer, but you fear as long as he 
is tied to a contract with Shell that he might be excluded from the 
$500,000 exemption ; is that this point ? 

Mr. Waaner. Yes. 

Mr. Puctnskt. Now, if we accept that theory, and obviously you 
want to accept that theory, you are familiar with the 1959 Reporting 
and Disclosure Act that we passed last session, in which we say that 
a retailer who does less than $500,000 worth of business a year does not. 
come under the scope of the National Labor Relations Board, but, 
rather, can go into a State court to seek an injunction where there is 
a labor dispute. 

You are familiar with that section of the bill, are you, Mr. Wagner? 

Mr. Waenenr. I believe pages 852 and 853 are contrary to what you 
are saying, or it is not plain to us, Mr. Kennedy talking to Mr. 
Mitchell. I do not like that part. 

Mr. Puctnsxt. You see, what I am trying to get fixed in my mind is 
some consistency in the law. : 

Now, I am perfectly willing to accept your definition. It would 
also mean, then, that under the terms of your definition you would 
have no injunctive relief under the 1959 act because if wo are to 
apply the same definition which you have brought here this morning 
regarding minimum wage to the 1959 act, it would mean that that 
very same Shell dealer, even though he is an independent dealer and 
does less than $500,000 a year business, you claim he would come 
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under this act; he would, therefore, also be denied injunctive rights 
under the 1959 act within your definition. Is that what you are try- 
ing to tell us? 

Mr. Waener. That is right. 

Mr. Puctnsktr. You are willing to accept that ? 

Mr. Lanprum. Mr. Pucinski, what is your analogy here? Is it a 
labor dispute with a filling station, if he does not meet or because of 
this enterprise definition here is forced to go to the National Labor 
Relations Board and because he fails to meet the dollar standard set 
up by the board that they refuse to let him come in, he cannot go 
to the State court ? 

Mr. Pvuctnsxt. Under the gentleman’s definition of enterprise in 
this act, the gentleman claims that even though this gas-station owner 
is an independent dealer, the mere fact that he has a contract with a 
large gasoline company, sells their name-brand products, even though 
he does less than $500,000 gross, the gentleman maintains that he 
would still he covered by this act. 

Mr. Lanprum. Yes. 

Mr. Pvcrnsxt. Now, if we carry that particular definition one step 
further, by the same token, even then, that very same gasoline station 
owner would not get the relief that you have written into the 1959 
act. 

Mr. Lanprum. I disagree with you entirely. I do not think this 
analogy has any business in this hearing at all. It is a completely 
foreign matter. 

We are talking about a matter of jurisdiction in the labor reform 
law before the National Labor Relations Board and here we are 
talking about a matter of regulating wages and against whom wages 
will be regulated. 

Mr. Pvcrnsxt. The same rule applies. 

Mr. Lanprum. You, of course, are entitled to your own interpreta- 
tion. I wanted the record to show I disagree with you. 

Mr. Pvucrnskxt. I want to get Mr. Wagner’s definition. He brought 
up the point. I want to remind him of where that definition can carry 
him ultimately. 

The thing I want to ask Mr. Ellis, I believe you spoke of free 
enterprise and you rather eloquently set out the case that we want to 
try to keep these businesses free and if the Government keeps stepping 
in, you are going to hurt them. 

The thing that has puzzled me very much, and I believe has puzzled 
the American motorist and ask why is it we can drive into any gasoline 
station in any large city or small city anywhere in the country within 
the same more or less jurisdiction and you are going to find that the 
price of that gasoline does not vary by one-tenth of a cent. 

Now, you of your industry may have a little different standard, 
but then, they charge the same price for their products when they 
are independent. 

Then you have your Shell, your Standard, your Esso, and Cities 
Service, and all the others. 

Now, if you gentlemen are so really concerned about the whole 
principle of free enterprise and competition, how do you justify the 
fact that you cannot find any difference in the price of gasoline ? 
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Mr. Exuis. Mr. Pucinski, you have opened up an avenue that I 
could go on for a week here aided and assisted by your colleague, 
Congressman Roosevelt, who has been in this subject matter up to 
his eyebrows about 3 or 4 years now, and quite ably so. 

I will not attempt to justify because if I attempted to justify it you 
could make a liar out of me by saying I drove 10 miles down the road 
and bought the same brand of gasoline for 5 cents less. 

In brief, if I tried to tell you that where the prices were reasonably 
uniform or there was only slight variation in the same locale of com- 
petitive area, if I tried to tell you that that in essence was competition 
at work, then you in turn could say to me what I have said to many 
major oil companies, that when I drive down the road and can buy 
the same brand for 5 cents less, then I am assuming that that is 
competition at play, or vice versa. 

So the best I can say to you would be this: 

In most areas you will have what we call the market leader. Now, 
that is a term that these supplying companies don’t like, and properly 
so, but in most areas you will have a brand that has predominance in 
acceptance. 

Let us say in the State of Tennessee that is the brand of Esso. Now, 
when the Esso dealer in Nashville, Tenn., posts his retail price of 
29.9 cents per gallon, it is a little absurd for any other dealer in that 
town to post it any higher in price because he just will have difficulty 
selling at a higher price. 

Mr. Lanprum. Excuse me for interrupting you and Mr. Pucinski, 
I agree with you that this could go on ad infinitum without any solu- 
tion. 

We are not here trying to fix prices or competition. What we are 
concerned with, and I am sure that you understand it, working with 
wage structure, let us confine it to this. 

Mr. Pucrysxt. The only reason I want to ask Mr. Ellis that is that 
I want to find out where we are going. I am sure you could give this 
committee a most logical explanation for that condition. I am sure 
of that. 

But I am puzzled why, then, we cannot adopt that same logic to 
the payment of the boys who wash those windshields and check those 
tires and pour that gasoline. 

If the industry can get together and accept that fact, that every- 
body is going to charge one price for this gasoline, I do not see how 
we can effectively argue that one fellow on one corner gets 60 cents 
an hour, and the fellow down the street gets 80 cents an hour and the 
fellow down the street gets $1. " 

If you can get together on a uniform price that you are going to 

charge that consumer, certainly it is not illogical for us to say you 
ought to pay that worker at least a living salary. 
_ Mr. Exris. Without getting any deeper than necessary, but direct- 
ing myself to what you have in mind, I would like to point out that 
all dealers do not have the same unity margin of profit on every gallon 
of gasoline delivered. é 

Now, that dealer must make his living out of marketing from that 
service station. In contrast to that there may be some maior oil 
company operated service stations that have other sources from which 
they can make their profits. 
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They can break even in that service station, or they can lose money 
in it. They can break even on refining and they can lose money on 
refining and they can make it all up and show an overall company 
profit on the production of crude oil. 

Now, that does not apply to the service station dealer nor to the 
jobber who sells him gasoline. 

Our margins are set—let me put it this way: 

The price we pay for gasoline is set by the supplier. The price 
that we may sell our gasoline at every level is determined by another 
supplier who is operating direct in the same general marketing area. 

It may not be the same supplier that we buy from, but it will be 
another supplier. 

Mr. Pucrnsxt. Thank you very much. 

Mr. Exits. Now, these gentlemen, quite definitely, clearly and by 
anybody’s definition, represent retailers. Now, the definition of en- 
terprise refers to the retail establishment. That is one of the definiti- 
tions. 

I represent a group of hybrids which has caused us more trouble in 
this industry than anybody else has in the industry. It has caused us 
difficulty in Mr. Roosevelt’s community because of the hybrid nature 
of our operation. 

As I pointed out, we don’t know what a wholesale sale and a retail 
sale is. Will somebody in one of these bills tell us? 

I have not found a definition in any of them. Yet we talk about 
retail establishments. Does my jobber, who does nothing but deliver 
fuel oil to homes in the State of Georgia, and never outside the State 
of Georgia, is he a wholesaler or is he a retailer ? 

Now, if we consider a wholesaler as being a person who sells to 
another person for resale, then certainly he is not a wholesaler. 

Yet the Department of Labor down here says that we are whole- 
salers and, therefore, not subject to the retail exemption now appear- 
ing in the current act. 

Mr. Lanprum. Then what you are saying to us is by administration 
and the interpretation of the existing laws the Wage-Hour Adminis- 
tration, of the Department of Labor, has brought many people under 
coverage that Congress did not intend to be covered; is that right ? 

Mr. Exxts. That is part of it. They are scared, many others under 
it, who did not have the money to enter into protracted litigation so 
they got under and have been struggling to try to keep their heads 
above water ever since because of it, because of the fact that they 
are competing with others that the labor boys never bothered about. 

Which gets back to the points Mr. Dressler is talking about, you 
cannot police all of this stuff. 

The man who tries to conform is at a disadvantage with the man 
who does not. 

Mr. Roosrvettr. Mr. Chairman, may I say on that point very briefly, 
that I feel very strongly that regardless of this legislation that we 
are now considering, that eventually this subcommittee should ask 
from the full committee the right to review the administrative inter- 
pretations on a reasonable period, let us say, a yearly basis made 
by the department. 

Mr. Lanprum. The Chairman is perfectly willing to undertake 
that from this moment on. 

Mr. Roosevett. I was sure you would. 
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Mr. Lanprum. Thank you, gentlemen. We dislike to appear 
abrupt, but we do have others who must be accommodated. We thank 
you for your contribution. 

Now, all of you gentlemen who are representing this next industry, 
the Council of Motion Picture Organizations, I believe we have Mr. 
LaMar Sarra, Mr. C. Elmer Nolte, Jr., Mr. Frank C. Lydon, Mr. 
Duncan Kennedy, Mr. Ted Manos, Mr. John Manuel, and Mr. John 
Thompson. 

Now, if you could seat yourselves in such fashion around the table to 
where we can go through these statements and then do the questioning 
after we have finished the statements, would that be agreeable to you ? 

Mr. Sarra. Yes. 

Mr. Lanprum. In the event some or all of you can it would be help- 
ful in expediting this if you could just summarize your statements 
and then we will have the entire statement inserted into the record. 

I understand that one representative here is to be presented by a 
member of the committee; is that correct ? 

For that purpose the Chair now recognizes Mr. Dent. 

Mr. Denv. I just want to break in for a moment to present a wit- 
ness here this morning with whom I have had the extreme pleasure 
of growing up. I have known their business, not as well as he does, 
but I have known it for a great number of years since it operates 
“* in my own hometown in my own home district. 

am sure that the rest of the committee is pleased to have him here 
because he is an operating theater man, his family has been operating 
theaters all of my lifetime that I know of, and I am sure that what- 
ever he has to say to this committee will be factual, will be the kind 
of information we seek, and the kind of information which will be 
very helpful. 

I want to say that I am sure Mr. Manos is happy to renew the 
acquaintance of Mr. Roosevelt, who had the pleasure of speaking in 
my district. 

Mr. Ted Manos, of Greensburg, Pa. 

Mr. Lanprum. We are glad to have you, Mr. Manos, and thank you, 
Mr. Dent. 

Mr. Puctnsxt. Mr. Chairman, I also would like to point out Mr. 
Duncan Kennedy is here from Chicago. He represents the Publix 
Great State Theatres, Inc., which is a subsidiary of Balaban V. Katz, 
which operates 30 theaters in the city of Chicago. 

There is no question in my mind as to the cultural contribution he 
has made to our city. 

We will hear more from him on the problems of legislation. 

Mr. Kennedy. 

Mr. Lanprum. We are glad to have you, Mr. Kennedy. 

Who will speak first ? 


STATEMENT OF LaMAR SARRA, IN BEHALF OF THE COUNCIL OF 
MOTION PICTURE ORGANIZATIONS, INC. 


Mr. Sarra. Iam LaMar Sarra, of Jacksonville, Fla. 

For the sake of convenience, I am reading this joint statement of 
Mr. C. Elmer Nolte, Jr., and myself. We are cochairmen of the 
National Minimum Wage Campaign Committee of the Council of 
Motion Picture Organizations, Inc. 
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We make this statement in behalf of ourselves and the Council of 
Motion Picture Organizations, with offices at 1501 Broadway, New 
York City. 

The Council of Motion Picture Organizations—COMPO—is a 
nonprofit New York corporation with a membership representing all 
segments of the motion picture industry. Its constituent members 
are the following: 

Allied States Association of Motion Picture Exhibitors; 

Independent Theatre Owners Association, Inc. ; _ 

Metropolitan Motion Picture Theatres Association, Inc. ; 

Motion Picture Association of America ; 

Society of Independent Motion Picture Producers; 

Theatre Owners of America; 

Committee of Trade Press Publishers & Variety; and 

Clubs International. 

The purpose of this statement is to request the complete exemption 
of all motion picture theater employees from the provisions of H.R. 
4488 or of any other minimum wage measure this committee may 
finally report. 

Unlike most industries, which have enjoyed a period of high pros- 
perity during the past decade, motion picture theaters are still in a 
distress situation. Already they have been forced to cut expenses to 
the bone and if this proposed legislation were to pass then we would 
have to eliminate some of our employees, therefore adding to the 
unemployment problem. 

Our situation is due to the intense competition of free television, the 
inflationary costs of theater operations, steadily increasing real estate 
and other taxes, as well as competition from a variety of other means 
of recreation, both private and governmental. 

On four oceasions during the last 7 years, Congress has taken cog- 
nizanze of the distress by voting Federal admission tax relief. 

Unfortunately most of the gains realized from this tax relief have 
been nullified by rising costs. 

Even if these gains had not been nullified they would be negated 
by the increased financial burden which this bill would place upon 
motion picture theaters. 

Obviously, the sponsors of this bill recognize that a flat $1.25 an 
hour wage minimum cannot be spread across the board without serious 
damage to many segments of the national economy. 

Therefore, the proposed measure exempts certain employees in agri- 
culture, fisheries, =e go other trade, industries, and occupations which 
wolud not operate at a profit, if at all, under the rigid minimum-wage 
standards generally proposed. 

We respectfully request the same consideration and a similar exemp- 
tion for the distressed motion picture theaters of the United States. 

In our judgment, several thousand theaters will be forced out of 
business unless such an exemption is granted. 

We recall only too vividly that more than 6,000 theaters were 
forced to close under the impact of high Federal admission taxes and 
intense television competition in the 8 years prior to 1953 when Con- 
gress passed the first admission tax relief measure. 

Despite the original reduction from 20 to 10 percent in the Federal 
admission tax, and the subsequent relief measures which now exempt 
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the first dollar of admissions from Federal excise taxes, the plight of 
the Nation’s theaters has grown progressively worse. 

In 1946, before the senastional growth of home television, and when 

our national population was 140,054,000, there were 19,019 theaters 
in this country. More than 6,000 theaters were closed in the next 8 
years. 
" The reopening of a small number of four-wall theaters on the grant- 
ing of tax relief and the rapid expansion in drive-in theaters, brought 
the number of theaters in operation at the end of 1954 to 18,513, ac- 
cording to figures compiled by the U.S. Bureau of the Census. 

Since then, despite the increase in our population and national 
income, the number of theaters has steadily declined. 

By the end of 1958, when our population had reached 174,054,000, 
according to the U.S. Bureau of the Census, the number of theaters 
in operation had dropped to 15,694. 

Between 1954 and 1958, for instance, the number of theaters in 
Georgia declined from 466 to 351. 

In California, from 1,084, to 1,047. 

In Pennsylvania from 941 to 820, 

In Illinois, from 785 to 631. 

In Ohio from 763 to 691. 

And in New York, from 1,159 to 1,001, according to the Bureau 
of Census figures issued in January and February 1960. 

Although Bureau figures are not available for the past 14 months, 
our own industry reports indicate a further substantial decrease 
during this period. 

The closing of a theater is a serious economic loss to any commu- 
nity which it serves. Many such theaters are torn down and the sites 
converted to parking lots or are taken over by non-tax-paying insti- 
tutions. This results in loss to the community, State, and Nation, 
in real estate, income, and other taxes. 

In addition, many neighboring merchants, who depend in large 
part on the patronage of movie patrons, suffer an economic loss. 

As many of you know from personal experience, a town without 
a theater is a “dead town.” 

Although gross national product of the Nation and its population 
reached the highest level in history last year, motion picture theater 
receipts dropped to their lowest level in 15 years. Census Bureau fig- 
ures with receipts from six small States unavailable, show that gross 
receipts of motion picture theaters in 1954 totaled $1,408,406,000, but 
by 1958, the latest figures available, had dropped to $1,093,435,000. 
This was a decline of $314,971,000, or 22 percent. 

The net. decline was even greater because higher costs resulted in 
a substantial reduction in profit margins. 

While motion picture theaters are not specifically mentioned as sub- 
ject to the provisions of H.R. 4488, our counsel believes they fall 
within the bill’s definitions of the word “employer,” “enterprise,” and 
“service establishments.” 

Unfortunately, theaters are not specifically included in the list of 
exemptions set forth in H.R. 4488. 

Paragraph (t), line 10, page 4, of the bill’s definitions, says: 

Employer engaged in an activity affecting commerce means an employer in 


any of the following categories who is engaged in any activity affecting com- 
merce— 
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and then, under category 2, line 20 of that section, it says: 


Any enterprise where such employer has one or more service establishments 
if the anual gross volume of sales is not less than $50,000, or if the sales of 
such enterprise to customers who are engaged in mining, manufacturing, trans- 
portation, commercial or communications business amount to at least $500,000 
annually. 

The term service establishments is sufficiently vague to be capable 
of varied interpretations. 

Even though the authors of this bill may not have intended motion 
picture theaters to be included in this classification, unless theaters 
are specifically excluded in the exemption set forth in section 9 of the 
bill, some future Labor Department ruling or court decision may 
decide that they fall within the category of service establishments. 

Therefore, in order to erase any doubts of congressional intent, we 
beseech your committee to specify employees of motion picture the- 
aters among the exemptions listed in section 9. 

If, however, it is the intention of the proposed legislation to in- 
clude motion picture theaters under the category of service establish- 
ments, the bill, as written, grossly discriminates against the so-called 
circuit or chain theaters and threatens the disruption, if not the anni- 
hilation of the entire motion picture industry. 

Paragraph (r) in the bill’s definitions reads as follows: 

“Enterprise” means the related activities performed (either directly or indi- 
rectly through unified operation or common control or otherwise) by any person 
for a common business purpose of providing goods or services, or the products 
thereof, or a combination of them, to others, and includes all such activities 
whether performed in one or more establishments or by any one or more cor- 
porate or other organizational units. 

This definition appears to include all employees under common 
control. 

This obviously could be construed as applying to every theater 
chain or other corporate entity whose annual gross volume, as enu- 
merated in paragraph (t) is “not less than $500,000.” 

In this country there are some 500 or more chains of three or more 
theaters of which the majority probably gross more than $500,000 a 
year. 

Five of the so-called national circuits, after having disposed of 
many theaters, will operate a combined total of approximately 1,300 
theaters. Many of these are unprofitable, but are being carried by 
the profitable houses. 

In many municipalities, these chain theaters operate side by side 
with independently owned theaters. They compete for the same pic- 
tures, do a comparable business, share a common labor market and 
generally have no special advantage one over the other. 

However, if the independent operator grossed less than $500,000 
a year, his wage scale under the proposed measure would remain 
unchanged. 

This circuit operator next door, on the other hand, would be com- 
pelled to pay the $1.25 an hour minimum, with a 44-hour straight 
fixed ceiling. 

This would give the independent operator a distinctly unfair ad- 
vantage over his circuit theater competitor. 
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The same unfair competition would result in a community with 
only “independent” theaters if some of them had annual gross above 
$500,000, and others fell below that mark. 

As a result, the U.S. Federal Court’s consent decree in the Para- 
mount case, theaters now buy their films picture by picture and the- 
ater by theater often by competitive bidding between individual cir- 
cuit theaters and independent operators. 

Therefore, regardless of the number of theaters that may come 
under a common ownership or management, each individual theater 
is in reality a separate entity and must buy its attractions individually 
with no connection with any other theaters that may be owned or 
controlled in a common management or ownership. 

Obviously, in drawing a distinction between individually owned 
theaters grossing less than $500,000 annually, and circuit-owned 
theaters grossing under the figure, the proposed measure creates an 
unfair competitive situation by penalizing the circuit-owned theaters 
with a compulsory higher wage scale. 

Even theaters able to operate under the rigid minimum wage-and- 
hour requirements of the proposed measures would face further 
difficulties by the arbitrary increases in the wages of their low-scale 
employees. Other employees now receiving the required minimum 
of $1.25 an hour, or more, and that includes most of the permanent 
employees who have selected the theater business as their chosen 
careers, would in all probability demand increases in their current 
scales in order to restore the wage balance between themselves and 
the unskilled or part-time employees who are the beneficiaries under 
this proposed legislation. 

The most recent, 1960, U.S. Bureau of the Census reports that in 
1954, there were a total of 157,536 paid employees in the 18,513 
theaters of the Nation, of whom 34,533 were temporary or part-time 
employees. 

In 1958 there were only 129,557 paid employees in 15,694 theaters, 
of whom 28,140 were temporary or part-tin employees. 

There is one sharp distinction between the employees of the motion 
picture theaters who would come within the purview of this bill and 
the employees of other businesses subject to its provisions. 

It is that most of the theater personnel affected are part-time or 
temporary employees who are not dependent upon their theater pay 
for a livelihood. 

Many of them are high school or college students, employed as 
ushers or concession attendants, who work after school hours to pick 
up a few extra dollars for spending money or minor luxuries or to 
help pay for their education expenses. 

Many others are persons living on social security or pensions who 
seek light work to augment their retirement pay, and possibly provide 
a few luxuries which they could not otherwise afford. 

Still others are housewives who take these temporary jobs to aug- 
ment the family income. The turnover in this class of employees is 
tremendous, as they do not seek permanent employment for the pur- 
pose of making a living or preparing themselves for a career in thea- 
ter operations. 

If such a measure were passed without exemption of motion picture 
theater employees many of these part-time workers would have to be 
discharged. 
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The plain fact is that few theaters could operate with full staffs 
under this proposed new rigid wage schedule. It would not be easy 
for these employees to obtain other temporary or part-time employ- 
ment because few other businesses operate during theater hours of 
operation. 

To replace all of these temporary employees with permanent help 
would impose a staggering, if not impossible, financial burden on 
theater operation. 

In an effort to evaluate the additional financial burden which this 
proposed measure would place upon the motion picture theaters, 
we asked five of the leading national circuits to send us authenticated 
figures on the projected increase in their present payrolls under a 
minimum $1.25-an-hour wage. 

They came up with the staggering total of $7,292,213, or approxi- 
mately $5,700 per theater. 

Even a $1-an-hour minimum wage would add an average of $3,151 
per theater for four of the circuits, the projection for the fifth circuit 
being unavailable. 

This would not only wipe out the profit margin of many theaters, 
but make their continued operation extremely doubtful. It would 
certainly make it impossible for the more profitable circuit theaters 
to subsidize losing units in these circuits as they have in the past. 
Many such losing theaters would be closed. 

To prove that this contention is not fanciful, I wish to cite actual 
profit-and-loss figures I obtained from several circuits. I was able 
to obtain these figures only on the guarantee that the theaters and 
their exact location would not be revealed. 

I assure you, however, that both the theaters and their profit-and- 
loss statements are authentic. 

If you will observe at the top of page 10 there is a schedule of 
theaters and I am not going to take the time of the committee to 
go over all of them, but I would like to pick out four of them. 

(The list referred to follows :) 


Profit and loss statement 














| | 
| Increase in | 1959 profit (+) 
Theater | Size of town | 1959 profit (+-) | expenses due | or loss (—) if 
or loss (—) to minimum- | $1.25 wage scale 
wage law | had applied 
- 2 Ee enact Nan an! awe ee et. ba ls eae ROR. 
Mae. eo eh a cewek bdindck.t2s (') +$1, 124.00 | $6, 059. 00 | —¥, 935.00 
EEE eh 5 a SEA. } (‘) +3, 788.00 | 8,171.00 | —4, 383.00 
erie fee PRES 41, 450 +15, 507.00 | 16,736.00 —1) 229.00 
RT ea ke ee Tere eee mel et .| 101, 000 | +16, 537.00 | 16, 562.00 | —25.00 
AR i RR EO snag Sh teh | 74,950 | —3, 437.00 4, 006. 00 —7, 443.00 
ES en ee ee ere 44, 225 —5, 381.00 | 7, 636.00 | — 13,017.00 
' - ae SS ee Soe meaner ene | 30, 080 —3, 340.00 | 11, 925.00 | — 15, 265. 00 
yan 4 oy Aid > EE SE tal BS Cass | 126, 500 —7, 551.00 | 17, 170.00 | —24, 721. 00 
| SETS S: ok Seek Sees beer o. , () +9, 294.00 | 6, 100. 00 +3, 194.00 
\ SS. BRE, Sat SA a SSR a -| 37, 865 | +11, 537.00 | 10, 641. 00 +896. 00 
ENTE) ear e eee eeeaeeeee 2 25 8) CR ERS Te 126, 500 | +14, 890.00 | 14, 602. 00 +288. 00 
E> SU ae i 130,000 |  +21,050. 00 11, 544.00 +9, 506. 00 
Ned WS, aed WR ha US, | 75,000 | +15, 246. 00 | 8, 280.00 | +6, 966. 00 
| re ee eee ae Cee kee, ee 114, 621 | +18, 977. 72 16, 936.92 | 2, 040. 80 
ME eee Be a dkieteses Fiaaaimalice 303, 616 +12, 202. 18 15, 861.04 | —3, 658. 86 
| ge BLN BE re RD See FELL TS Eis ‘OTT e sey! -" 482, 393 | +6, 185. 14 19, 656. 00 — 13, 470. 86 
8 Shen 1 thal yi eliatae RS even oe < “Soe ae a | 124, 543 | +27, 600.00 | 12, 900.00 | +14, 700. 00 
4 ae BRE 8 RAS OL RE Be sk aoe 673, 763 | +28, 600. 00 10, 900.00 | +17, 700.00 
a eae eR hn SE ea See | 72, 818 | +27, 700. 00 10, 100. 00 | +17, 600. 00 
ee De ad he Sth wink ae aalmee okbol 63, 600 | +31, 000. 00 10, 000. 00 +21, 000.00 
Wri ALL GAL DLS 57,851 | +13, 000. 00 12, 700. 00 +300. 00 





1 Chicago. 
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Mr. Sarra. I could pick out more, but I will take theater B. In 
column 1 is identification of the theater by alphabet, the size of the 
town or theater itself is in column 2. 

Column 3 is the 1959 profit or loss. 

Column 4 is the increase in expenses by the application of this 
$1.25 minimum wage and in the last column is the 1959 profit or 
loss adjusted by applying that additional expense. 

Let us take city theater B. In the city of Chicago, which in 1959 
shows a profit of $3,788. The increase in expenses would have added 
$8,171, resulting in a loss that year instead of a profit, of $4,383. 

Taking theater K, in the city of the size of 126,500 persons, whose 
profit in 1959 was $14,890. The increase due to the application of the 
act. would result in additional expenses of $14,602, resulting in a profit 
of only $288, making it very definitely a marginal theater. 

Theater C in a city of the size of 124,543 persons, who in 1959 had a 
profit of $27,600, impact of the $1.25 wage would result in the addi- 
tion of $10,100 expenses, cutting its profit almost in half to $17,700. 

Taking theater U, the last theater in the list, in a town of average 
size, 57,851 persons, showing a profit of $13,000 in 1959, increase in 
expense would result in expenditure of $12,700 resulting in a $300 
yrofit. 

' Gentlemen, as you can see, the tables there have been set on the $1.25 
inerease. 

Of course, even at a dollar or a dollar ten or a dollar fifteen, there 
would be comparable increases in expenses, but we should also keep 
in mind there will also be comparable increases which do not show 
there because a dollar and a quarter increase would have collateral 
increases in social security, unemployment compensation in many cases, 
voluntary group insurance, which many of the theaters have on the 
employees. 

As further proof that theater circuits are really a collection of in- 
dividual theater problems, I wish to point out that in the last few years 
all of the circuits have reduced their theater holdings. The reason for 
this is simple: They are getting rid, as fast as possible, of theaters that 
were losing money and showed no hope of again becoming profitable. 

Since a high percentage of domestic film rentals collected by pro- 
ducing and distributing companies from circuit theaters and this is one 
of our key problems. 

It is obvious that any legislation imperiling the existence of these 
theaters would also contain a serious danger to single independent 
theaters. 

The reason for this is that if there is a distinct curtailment in the 
film rental paid to producing and releasing companies, there will be 
less money available for the production of future pictures. 

It was only a few years ago that the average number of feature pic- 
tures produced annually in American studios was 550, 

In 1959 the total had dropped to 224 feature pictures. 

According to Boxoffice, a motion picture publication, issue of Feb- 
ruary 8, 1960, a total of 185 pictures are scheduled for release in 1960. 

Since many small individual theaters play double features and 
have frequent changes of bills, they need a larger number of feature 
pictures than the big first-run theaters. 

Indeed, the cry from theaters over the last few years has been against 
the shortage of pictures for theater screens, 
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If, therefore, a curtailment of film rentals from theater circuits 
forced producing companies to make further reductions in the num- 
ber of pictures it is obvious that the small, independent theater will 
be without sufficient attractions and probably will be forced to close. 

In order to obtain an accurate picture of the employment situation 
in the Nation’s theaters we recently sent a questionnaire to all the- 
aters, asking for figures on job classifications, ages of employees, hours 
worked, and other pertinent data. To date we have received 1,509 
replies. 

Our tabulation of these replies shows a total of 17,507 employees, 
of which 4,243, or slightly more than 24 percent, were ushers; 3,462 
cashiers; 230 children’s matrons; 2,213 doormen; 183 ladies’ room 
matrons; 2,722 porters and cleaners ; 332 managers and assistant man- 
agers, and we have many that are home owned because if you owned 
your theater vou did not report yourself as a theater manager. 

107 auditors and secretarial help; 2,277 concession attendants, host- 
esses, and so forth. 

1,674 projectionists and skilled technicians, and 64 special police, 
firemen, and so forth. 

Of the overall total, 10,316 were men and women over 21, and 7,189 
were under 21. 

Of the overall total, 5,921 were students; 2,438 were housewives; 
962 were elderly men and women drawing social security; 408 were 
on pensions, and 2,627 had other jobs, making a combined total of 
12,356 persons in these classifications, or 70 percent of the total. 

The vast majority of persons in these categories are not wholly 
dependent upon their theater wages for a livelihood, but take theater 
employment to acquire extra spending money. Many of them work 
only a few weeks or months at a time and there is a constant and large 
turnover in these classifications. 

A large percentage of the remaining 30 percent, which includes 
managers, skilled technicans, cashiers, doormen, matrons, and police, 
already receive wages above those proposed in this measure. 

It is interesting to note also that only 7,165 of the total 17,507 
employees work either full time or 30 or more hours a week. Of the 
others, 2,255 work 10 hours a week or less; 4.461 less than 20 hours, 
and 3,626 less than 30 hours. 

The relatively short hours of theater operation, particularly in the 
smaller towns and cities, naturally do not attract persons seeking per- 
manent employment as a means of livelihood. 

H.R. 4488 states that its purpose is to correct— 
the existence in retail trade or services and other industries affecting commerce, 
of labor conditions detrimental to the maintenance of the minimum standard 
of living necessary for health, efficiency, and general well-being of workers. 

From the facts we have set forth in this statement, it is obvious that 
employment conditions in motion picture theaters are not those which 
this bill aims to correct. 

Furthermore, it is also obvious from the facts we have documented 
and recited that enactment of this proposed legislation would destroy 
property value, discriminate unjustly against an arbitrarily selected 
group of theaters, cause unemployment and put many theaters out of 
business. 
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We request that you insert in the appropriate place in section 9 an 
amendment reading as follows: 

“Any employee of a motion picture theater.” 

We submit here with the text of such an amendment for your 
consideration. 

We wish to thank you gentlemen for your time in consideration of 
this serious problem. 

Mr. Nolte is the next witness to appear for us. 

Mr. Roosevett. Thank you, Mr. Sarra. 

Without objection the committee will hear from the rest of the 
members before they ask individual questions in order to save time. 

Incidentally, I might draw your attention to the fact that the House 
will be in session at 12 o’clock. We will stay in session in the sub- 
committee until we are called to a quorum call, or something of that 
kind. We hope it will not happen for a little while, but the quicker 
we can get through the quicker we can hear all of you. 

Mr. Nolte, you are recognized. 


STATEMENT OF C. ELMER NOLTE, JR., IN BEHALF OF MOTION 
PICTURE EXHIBITORS 


Mr. Nours. My name is C. Elmer Nolte, Jr.; I am an unpaid co- 
chairman representing the independent theaters of the Legislative 
Committee of the Council of Motion Picture Organizations, Inc., a 
national nonprofit organization of the motion picture industry, with 
offices at 1501 Broadway, New York. 

I reside in Baltimore, Md., and am personally interested in some 23 
neighborhood and drive-in theaters in the city of Baltimore, Annap- 
olis, Baltimore County, and Havre de Grace, all in Maryland. 

The theaters do not employ the heads of families at low wages, or 
a them and their families to live in a substandard manner. 

et me assure you that our permanent and technical employees are 
very well paid and far exceed the new minimum requirements. 

A very high percentage of our employees the country over are not 
permanent employees, and, consist of : 

(a) Part time schoolboys and girls who serve as ushers; 

(6) Elderly persons in retirement from other jobs who add to 
their meager — by performing such part-time light tasks 
as cashiers and doormen; 
fe) Partly disabled persons, and persons with other part-time 
jobs; 

(d@) Housewives who can only give several hours a day to out- 
side employment, but must do so to augment the family’s present 
income. 

These persons, for the most part, are unable to compete for standard 
employment at standard wages. 

The theaters, therefore, afford these people part-time employment, 
the only kind of employment they are able to perform. In doing so 
we feel that we are rendering a much needed public service. 

We feel that this committee cannot help but be impressed by these 
basic differences between the theaters with their part-time employees 
and other enterprises that may be included in this legislation. ~ 
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It may be that definitions will be adopted which will accurately and 
clearly describe the enterprises to be regulated so as not to include 
motion picture theaters in broad generalizations. We respectfully 
ask that their exclusion be made abundantly clear. 

In this era of plenty with many businesses experiencing their most 
prosperous years, we, in the motion picture industry, find ourselves 
at our lowest ebb and still we can see no end in sight to this decline 
which started over 10 years ago and has continued each year. 

Television, of course, is mainly responsible for this destructive im- 
pact, but now more than ever, there are many more outside activities 
that are competing with us for patronage, such as large bingo parlors, 
night racing, night football and baseball, ice and roller rinks, large 
bowling alleys, et cetera. 

The fact that the exhibition end of the motion picture business is in 
financial distress is too well known to Congress, I feel sure, to require 
any further elaboration. 

We would like to stress that exhibitors are not opposed to the prin- 
ciple of the wage and hour laws, nor to the present. bill, but because 
of the critical financial condition of the motion picture industry and 
the need they fill for part-time employees of all types, the exhibitors 
are asking this committee’s help to continue to exempt motion picture 
theaters from coverage. 

We cannot stand any additional expenses or burdens. Any major 
labor cost increase would be the difference between profit and loss for 
many theaters and we cannot further increase our admission prices 
because it will tend to further decrease our attendance. 

These employees and many others would be deprived of employ- 
ment if more theaters had to close through inability to pay new re- 
quired minimums. 

I submit to you herewith a breakdown of our own Maryland the- 
aters, which would in the main be applicable to all theaters in the 
United States, showing our present weekly payrolls and what they 
would be if only the $1 per hour minimum would apply, not taking 
into consideration any additional hours worked or extra pay for over- 
time. 

See attached sheet 3-A for weekly wages. 

See attached sheet 3-B for attendance drop. 

See attached sheet 3-C for theaters which have closed. 

Figures, you will see, gentlemen, speak louder than words, and we 
beseech you to take the plight of the motion picture industry into 
consideration and do everything within your power to lend a helping 
hand and assist us in our hour of trial by not imposing any further 
hardships on us, and continue to exclude us from the minimum wage 
and hour law. 

We firmly believe that the wage scale should have no bearing on 
theater grosses and all theaters, for the good of our industry should 
be exempt. 

Thank you. 

Now, I have four sheets attached to this statement which goes into 
detail, but I will just point out one or two items on each page. 

(The tabulations referred to follow :) 
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Weekly payrolls figured at the present rate of pay, and at the proposed $1 per 
hour minimum, but not for any additional hours or overtime, nor extra rate of 


pay for Saturday or Sunday work. 
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THEATERS CLOSED DURING THE PERIOD 1947-59 


Abby Lane Fremont Palace 

Aldine Globe Pimlico 

Alert Grand-Baltimore Street Pic 

Astor Gwynn Rex 

Avenue Hilton Rio 

Avon Highland Radio 

Beacon Jean Rivoli 

‘Carey Keith’s Roslyn 

Center Lyceum Roxy 

Colgate LaFayette Valencia 

Cameo Leader Watersedge 

Clover Lord Calvert York 

Deluxe Linwood Biddie 

Dunbar Midway Overlea 

Echo Madison Grason, 

Embassy Monroe Grasonville, Md. 

Eureka Morgan Towne, Middletown, Md. 

Fulton Nemo Cameo, Mount Rainier, Md. 

Fine Arts Preston Boro, Woodsboro, Md. 

Theaters in Maryland 

SE SS REE A ER 2s Ee a ee 45 

puaoor i tare (Oxcom genltumone Gy). V7 

City (Baltimore) theaters, including 7 downtown and 19 colored___________ 92 
| er i elan atdlecs tei hcileg le id caine tiga acinh tacb ads Shpanaiilctdtin men enbahatig 214 





Mr. Norrr. On sheet 3A, the weekly payroll of our Baltimore 
theaters, in the first column is the theater and I have the names of all 
the theaters if the committee desires them, and our present weekly 
payroll, the proposed $1 per hour minimum, the additional that 
we would have to pay if a $1 per hour minimum were included and the 
percentage weekly increases. 

In A, the first theater, our weekly payroll is $530.04. Under a new 
$1 per hour minimum it would be $675.50 or an additional $145.46 or a 
27.4 percent increase. 

Now, gentlemen, this does not take into consideration any ad- 
ditional hours for overtime or any extra rate of pay for Saturdays 
or Sundays or anything of that kind. 

On sheet 3B, we have listed here the attendance decline of our 
theaters over the past 12 years. 

Mr. LAnprum. Are these the same theaters in all of them ? 

Mr. Notre. Yes, the same theaters. 

Mr. Lanprum. Thank you. 

Mr. Notre. In theater A, in 1947 and 1947 was not our top year, it 
was 846,939. In 1958, that same theater had an attendance of 178,392, 
or a drop of 668,547, percentagewise 78.94. eee 

Now, these do not include any 1959 figures, but that decline is about 
an additional 4 percent. : 

In the some 22 or 23 theaters which we have listed here you will 
notice the overall attendance drop is 63 percent. 

On page 3C, we have listed the theaters that have closed in the 
last 12 years in Baltimore City alone, which is more than 33 percent 
of our theaters in Baltimore. 
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We have listed the names of them. They do not list here through- 
out the State, but in the city of Baltimore. 

There are 52 theaters here that have closed in the last 12 years. 

On page 3D we list the number of theaters that are now in Mary- 
land, drive-ins, indoor theaters, and city theaters, making a total of 
214. 

Now, the figures you will see, gentlemen, speak louder than words. 
We beseech you to take the plight of the motion picture industry 
into consideration and do everything within your power to lend a help- 
ing hand and assist us in our hour of trial by not imposing any fur- 
ther hardships on us and continue to exclude us from the minimum 
wage and hour law. 

We firmly believe that the wage scale should not have any bearing 
on theater grosses and that all theaters for the good of our industry 
should be exempt. 

Mr. Sarra. Mr. Chairman, I would like next to call on Mr, Duncan 
Kennedy, who is one of the witnesses from Chicago, Il. 

Mr. Lanprum. Mr. Kennedy, we will be happy to hear you, sir. 


STATEMENT OF DUNCAN R. KENNEDY, VICE PRESIDENT AND 
GENERAL MANAGER, PUBLIX GREAT STATES THEATERS, INC. 


Mr. Kennepy. Mr. Chairman and members of the committee, my 
name is Duncan R. Kennedy. My position is vice president and gen- 
eral manager of Publix Great States Theaters, Inc. 

My business address is 175 North State Street, Chicago, Ill., and I 
live at 6055 N. Kirkwood Avenue, in Chicago, Il. 

In my capacity with our company I supervise the operation of 39 
theaters, 33 of which are located in 20-odd towns in Thinois. outside 
of Chicago, and its suburbs; five of which are located in 4 towns 
in Indiana, and 1 of which is located in Toledo, Ohio. 

Publix Great States Theaters, Inc., is a wholly owned subsidiary 
of Balaban and Katz Corp., which operates, directly and through 
other subsidiaries, some 30 theaters located in Chicago and its suburbs. 

Balaban and Katz Corp., in turn, isa subsidiary of American Broad- 
casting-Paramount Theaters, Inc., with its headquarters in New York. 

Mr. Chairman, since a small notice appeared in one of our trade 
periodicals that I was coming to Washington, and it was merely a 
very small announcement, I have received any number of letters from 
small and large circuits in the Middle West asking that I voice their 
opinion as well. I have a number here, Mr. Pucinski, from Chicago, 
Alliance Circuit, the Goldman Circuit, Stern Circuit; from St. Louis, 
the Arthur Enterprises and even as far east as Cleveland, from the 
Skirball circuit, which asked me to present these letters to you, sir, 
and ask you to make them a part of the record. 

Mr. Lanprum. Do you desire that they be made a part of the 
record ? 

Mr. Kennepy. Yes. 

Mr. Lanprum. Then, without objection, they may be received in 
the record, 
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(The letters referred to follow :) 


H. Scnoenstapt & Sons, INC., 
THEATRICAL AND HOTEL ENTERPRISES, 
Chicago, April 29, 1960. 
Mr. DuNCAN R. KENNEDY, 
Care of Publix Great States Theaters, Inc. 
Chicago, Ill. 

Dear Mr. KENNEDY: I understand that Congress is considering various bills 
which would increase the Federal minimum wage to $1.25 per hour, and which 
would extend the Federal minimum wage law to cover service industries, includ- 
ing theaters. 

If this were done it would be catastrophic as far as our business is concerned, 
Over the past 10 or 12 years our industry has been teetering on the brink of col- 
lapse. A large number of theaters have had to give up the ghost, including some 
which we operated. 

Being subjected to the minimum wage law would increase our expenses for 
labor tremendously, and I believe that this final blow would be the straw which 
would break the camel’s back. 

We must all do everything we can to get Congress to exempt motion picture 
theaters and their employees from any new minimum wage law which may be 
adopted, if we are to retain our hope of remaining in business. 

I know that you are going to testify before the Education and Labor Com- 
mittee of the House of Representatives on this question, and I would appreciate 
it if you would deliver this letter to the committee so that they will know how 
strongly I feel about this matter. 

Yours very truly, 
ARTHUR SCHOENSTADT, President. 


EssANESS THEATERS CORP., 
Chicago, Ill., April 28, 1960. 
Mr. DuNCAN KENNEDY, 
Great States Theaters, 
Chicago, Jil. 

Dear Duncan: I am advised that you are going to appear before the House 
Edueation and Labor Committee on May 3, on behalf of theater exemption from 
the Federal minimum wage law. 

If coverage of this law is extended to theaters, it would completely nullify 
the reduction in the Federal admission tax, which we so desperately needed, and 
most of our remaining theaters could not continue to operate under the in- 
crease in operating expense this would cause. 

I urge you to impress upon the members of the committee the dire necessity 
of excluding theater employees from any amendments to the current Federal Fair 
Wage Practices Act. 

Sincerely, 
Ravpx G. SMITHA, 
Vice President and General Manager. 


JOSEPH STERN THEATERS OFFICE, 
Chicago, Iil., April 29, 1960. 
DuNcAN KENNEDY, 
Great States Theaters, Chicago, Iil. 

Dear Duncan: I understand that you will be the spokesman for the local 
movie exhibitors in opposing the proposed inclusion of theaters in the new 
Wage and Hour Act. 

I’d like to add my voice to yours. Increasing of the minimum wage in my 
theaters would further burden a serious business situation in our declining 
industry. It is quite possible that increased wage costs would be the straw that 
would break the back of the many marginal houses. 

Furthermore, most of our employees, other than those covered by union con- 
tracts, are part-time older teenagers. They do not contribute to sole support of 
families, and they do not view their work as a permanent occupation. 

I wish you the best of luck in your hearing before the committee. We need it. 

Yours truly, 
MAYER STERN. 
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BLOOMER AMUSEMENT Co., INC., 
Belleville, IU., April 27, 1960. 
Mr. DUNCAN KENNEDY, 
Balaban Katz Theaters, Chicago, IU. 

Dear DuNcAN: I understand you are going to make a plea to the House Edu- 
cation and Labor Committee regarding the labor bill. I want you to know as 
an independent operator we are behind you 100 percent in your plea to defeat 
this bill. We realize it would mean the closing of many independent theaters. 

Your truly, 
WESLEY BLOOMER. 


ALLIANCE AMUSEMENT Co., 
Chicago, Ill., April 28, 1960. 
Mr. DUNCAN KENNEDY, 
Balaban & Katz Corp., 
Chicago, Ill. 

Dear Mr. KENNEDY: I understand that you propose to appear as a witness 
before the Education and Labor Committee of the House of Representatives in 
Washington, D.C., to ask on behalf of our industry that motion picture theaters 
and their employees be exempt from any minimum wage law which may be 
recommended by the committee. 

Even without the substantial additional expense which we would incur if 
theaters were subjected to the minimum wage law, we have been forced 
to close many theaters due to high operating costs and are still having great 
difficulty in keeping our heads above water. If all of our employees were 
covered by the Federal minimum wage law at $1.25 per hour or even $1 
per hour, this would increase our expenses radically to the point that we 
would have to close several more of our theaters. Accordingly we join with you 
in urging the committee to exempt motion picture theaters from the minimum 
wage law. 

Will you please give this letter to the commission when you appear before 
it and ask them to please take it into consideration. 

Very truly yours, 
S. J. Greeory, President. 


Sam C. Meyers, SusuRBAN THEATERS, 
Wilmette, Ill., April 28, 1960. 

My Dear DuncaAN: I have just heard that you are going to Washington to 
register a protest against the minimum wage law. 

I would like to add my voice and have you also speak for me, to see if the 
theater interests can be eliminated from coming under this law. This would 
work a particular hardship on many theaters in the State, due to the fact that 
we mnust employ so much part-time help. 

I am certain that you are familiar with all the other ills that the theater 
business has to contend with, and will mention it. I merely want to say, 
please add my voice to yours. 

With kindest personal regards, I am 

Yours very truly, 
Sam C, MEYERS. 


GoopMAN & HARRISON THEATERS, 
Chicago, April 28, 1960. 

Dear Mr. Kennepy: It has been brought to my attention that you are to 
appear shortly before the House of Representatives committee which is con- 
sidering an amendment to the present minimum wage law. I understand that 
this amendment will place for the first time employees of motion picture theaters 
Within the confines of the minimum wage statute. 

This will be a severe hardship to the theaters in view of the fact that we 
hire so many part-time employees as cashiers, ushers, and counter attendants. 
In the main, they are high school students and to be compelled to pay them the 
national minimum wage would be an unfair economic burden. Furthermore, 
this type of employee does not stay on the job very long. To be constantly 
paying new untrained people a comparatively high minimum wage adds to the 
burden. 
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I am certain that you have gone over arguments such as the above many times 
and will make a fine presentation as the representative of the theaters in this 
area. Thanking you, 

Very truly yours, 
Cart S. GooDMAN, 


SKIRBALL Bros. THEATRES, 
Cleveland, Ohio, April 29, 1960. 

Dear Dunc: I understand that you will appear before the Education and 
Labor Committee of the House of Representatives in Washington, D.C., to 
ask, on behalf of our industry, that the motion picture theaters and their 
employees be exempt from any minimum-wage law which may be reviewed by 
this committee. 

On behalf of Skirball Bros. Theatres we wish to voice our objections to this 
strenuously. If such minimum wages as $1 and $1.25 were passed affecting our 
theaters it would necessitate our closing down at least half of the theaters we 
are now operating and if we did this it would be very difficult for us to stay 
in business with the remaining theaters. I am sure that I don’t have to explain 
to you the hardships we have in our business today and any further burdens 
would certainly drive us into oblivion. 

You have our permission to file this letter with the committee and anything 
that you do you certainly have our wholehearted endorsement. 

Sincerely yours, 
JOSEPH T. LISSAUER, 
General Manager. 


ARTHUR ENTERPRISES, INC., 
St. Louis, Mo., April 28, 1960. 


Dear Mr. KENNEDY: In connection with the proposed legislation to amend the 
wages and hours law to eliminate the exemption from motion picture theaters, 
we authorize you to indicate on behalf of Arthur Enterprises, Inc., and the St. 
Louis Amusement Co., operating theaters in the Metropolitan St. Louis area, 
that the elimination of the exemption for our theaters, some 25 of them, would 
cripple our operations and result in the unemployment of many persons. 

While we have in the aggregate a gross of over $1 million per year, our ex- 
penses are such that they exceed our grosses. They have been doing so for 
several years, and it is a constant fight for survival to keep our expenses at that 
point where they do not exceed our income plus our depreciation return. 

In effect what I am saying is that if it were not for the return from deprecia- 
tion, which ordinarily should not be used to pay operating expenses, the motion 
picture theaters in this area would be in very serious economic condition to the 
point of elimination. 

Were the minimum wage to be increased on the theater personnel in this area, 
we have estimated our overhead would be increased over $200,000 per year based 
on the $1.25 minimum, and this increase we could not stand without eliminating 
wholesale numbers of employees. 

As we have heretofore indicated, the employees that would be affected are 
mostly young people who are part-time employees generally and not the bread- 
winner of the family. We feel that the increase would cause the elimination of 
a great many of these, and not, therefore, accomplish the good that might be 
intended. 

Kind regards. 

Sincerely, 
JAMES H. ARTHUR. 


Mr. Kennepy. I am also here to ask that all motion picture em- 
ployees be exempted from any minimum-wage legislation which your 
committee may report, and I am asking for this exemption for the 
following reasons: 

It is, I believe, common knowledge that television, and other public 
enterprise competing for the public’s leisure time, have affected the 
motion picture business severely. The situation is so serious that 
thousands of theaters have already been forced to close, including 
hundreds in Illinois and about 150 in Chicago. 
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Reliable statistics demonstrate that in the last 10 years motion pic- 
ture attendance has decreased over 70 percent, and motion picture 
receipts over 50 percent. 

The problems besetting the motion picture business were recognized 
by Congress when it reduced the Federal admission tax on theaters, 
and the problem of our industry has also been recognized by the city 
council and mayor of Chicago, and many other towns and cities when 
they also reduced substantially the motion picture admission taxes in 
order to help our industry survive. 

If theaters are included in the minimum-wage law, the increase in 
labor costs will throw a burden on them which, in my opinion, the 
will not be able to absorb, and it will inevitably result in thousands 
of additional theaters closing. 

The closing of these additional theaters will necessarily reduce the 
income of film producing and distributing companies, and, in my 
opinion, will render it impossible for them to continue to produce the 
pictures which are necessery to feed the remaining theaters, thereby 
causing the complete collapse of our entire industry. 

The closing of additional theaters, which must occur if they are 
included in the minimum-wage law and the labor costs are, therefore, 
increased substantially, would also reduce the revenues of the Federal 
Government from the income taxes and remaining admission taxes 
paid by them, would affect property values and local property taxes, 
as well as create unemployment, and would deprive the public of 
a comparatively cheap form of entertainment. 

The remaining theaters in the country represent a physical invest- 
ment of $2,500 million, and employ approximately 150,000 persons, 
with an annual payroll of about $285 million, 

In my opinion, including theaters in any of the proposed minimum- 
wage laws would jeopardize our entire industry, which could result 
in a severe blow to the entire economy at Federal, State, and local 
levels. 

To illustrate my point more concretely, I would like to bring to 
your attention the effect which a $1.25 minimum wage would have on 
some typical theaters which I operate. 

In one theater in our circuit which is still operating at a profit in a 
town of approximately 40,000 people, we earned $16,786 in 1959. If 
that theater had been covered by the proposed minimum wage law, 
instead of making a profit, this theater would have lost $1,229. 

In another theater in a town of approximately 100,000, in 1959 we 
had a profit of $16,537. If that theater were covered by the proposed 
minimum-wage law, the entire profit would have been wiped out and 
the theater would have operated at a small loss. 

A third theater in our circuit, in a town of about 125,000 popula- 
tion, lost $7,551, in 1959. If the proposed minimum-wage law was in 
effect this loss would have been increased to $24,721. 

In a fourth theater in our circuit, in a town of approximately 30,000, 
the 1959 operations resulted in a loss of $4,340. If the proposed 
minimum-wage law had been in effect our labor costs would have in- 
creased by $11,925, and our loss would have been $15,265. 

These illustrations, I believe, constitute clear and convincing proof 
of the fact that our industry would be ruined, and probably could 
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not survive at all, if theaters were subjected to the provisions of the 
minimum-wage law. 

These illustrations also, I believe, demonstrate that a large circuit 
of theaters such as ours could not stand the additional burden of being 
included in the minimum-wage law any more than the operators of 
single independent theaters. 

Publix Great States Theaters, Inc., is, as I said before, a subsidiary 
of Balaban & Katz Corp., which is, in turn, a subsidiary of American 
Broadeasting-Paramount Theaters, Inc. American Broadcasting- 
Paramount Theaters, Inc., together with its subsidiaries, operates 
several hundreds of theaters and grosses millions of dollars. 

However, that does not make it any more possible for any of our 
individual theaters to stay in business if our labor costs are increased 
radically. 

As a matter of fact, a theater which is a member of a large circuit 
has no advantage whatsoever over its competitor who operates one or 
two theaters. 

If our theaters were subjected to the provisions of the proposed 
minimum-wage law, while our competitors who operate one or two or 
five theaters, were exempted from the law, it would be impossible for 
us to compete and continue in business. 

As a matter of fact, this situation would be even worse for us than 
a situation under which all theaters were covered by the minimum- 
wage law. 

For the above reasons, I say to you that the only modification of the 
proposed legislation which will be of any help to us, and I believe to 
the industry, would be a modification which exempts entirely all 
employees of all motion picture theaters. 

For that reason we ask for a complete exemption for all motion 
picture theaters from any minimum-wage law which your com- 
mittee may report out. 

I realize that the statements which I have made may sound melo- 
dramatic and exaggerated to you, but I want to assure you that I 
am completely convinced that I have not exaggerated our situation at 
all. 

Thank you very much for your time and patience, and for allowing 
me to have the opportunity to appear before you. 

Mr. Lanprem. Thank you. 

Mr. Sarra. Mr. Chairman, with your permission and with the gen- 
tlemen of the committee’s permission, we would like to hear next from 
Mr. Ted Manos, of Pennsylvania. 


STATEMENT OF TED MANOS, MONESSEN AMUSEMENT CO., INC. 


Mr. Manos. Mr. Chairman, gentleman, I am T. M. Manos of 
Greensburg, Pa., vice president of the Monessen Amusement Co., 
which owns 12 theater properties and Manos Enterprises, Inc., which 
owns 4 theater properties in Pennsylvania. 

I also represent a partnership consisting of my parent and sister 
who own three theaters in West Virginia. 

Of these 19 theaters, 5 have been closed permanently and we are 
considering closing 4 more in the immediate future. 

As you already know, the theater business has been very severely 
hit by the inroads of television, the automobile, the do-it-yourself era 
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and the many other forms of amusement which have cropped up since 
the end of the last war. 

The Federal Government has already recognized the dire predica- 
ment of the theaters throughout the country by first reducing the 20- 
percent amusement tax to 10 percent, and thereafter removing this 
tax completely, for tickets selling under $1. 

Another threat is now making its appearance on the horizon, to 
the detriment of the motion picture theater business; namely, pay 
television. 

According to experiments that have been conducted thus far in 
Toronto, Canada, the new improvements in the mechanical equip- 
ment and the option of the pay-TV customer to pay only for the 
programs which they desire to see, the new formula is proving 
successful. 

The Bartlettsville, Okla., experiments failed because the pay-TV 
customer was compelled to pay a flat fee each month whether the 
services were utilized, or not. 

In the past years film companies released approximately 550 pictures 
a year. In 1959 the total dropped to 224 features and the anticipated 
production for 1960 is 185 pictures. 

The large percentage of film rental is derived from circuit theater 
operations. With the tremendous shortage of product, many theaters 
which were compelled to run double features in small communities 
have closed due to this shortage of product and more of these theaters 
will close in the future, thus creating a heavier burden, as far as 
picture revenue is concerned, on the circuit operations. 

As far as the future is concerned, the circuit theaters will have to 
anticipate higher film costs. According to some of the suggestions 
that were made to solve the hardship of the $1.25 minimum wage 
applying to the motion picture business, theater chains grossing more 
than $500,000 a year would be compelled to abide by the $1.25 minimum 
wage. 

Actually, the operating cost and wage costs of circuit operations are 
much higher than individually owned theaters because a circuit opera- 
tion must supply a full staff for the operation of each theater, whereas, 
individually owned theaters can be operated by the family groups. 

Were the minimum wage to be applied to circuit theaters, especially 
those located in towns of less than 150,000 population, they would be 
placed at a distinct disadvantage and many would close. 

We feel that the application of the $500,000 criterion is unfair and 
unworkable. 

Our theater employees fall into two groups. The first group con- 
sists of permanent employees, which include managers and projection- 
ists who are paid, in each situation, a wage scale which is higher than 
the average of other employees in the community in which the theaters 
are located. 

I might state all of our projectionists are all members of the AFL 
union. Their average hourly wage is approximately $2.30 an hour. 

Our manager wages range from $80 a week, on our young man- 
agers, up to $150 a week. 

The second group of employees consists of cashiers, ushers, candy 
girls, doormen, and are all part-time employees or retired people. 

The cashiers, candy girls, and ushers are girls who are attending 
school and work at the theater to make spending money. 
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Our cashiers are housewives who work on a part-time basis and 
others are girls who have just graduated from high school and are 
seeking permanent employment, and in many cases are attending 
business or trade schools. 

The doormen are generally retired men who wish to be active and 
enjoy being surrounded with people and activity. They are on pension 
and are limited to the amount of money which they can earn per year, 
due to social security regulations. 

All of our theaters but three are now operating on a full-time, 
10-hour basis. If the $1.25 wage law were to be enforced upon the 
theaters, we would immediately be compelled to go to a nighttime 
operation. This would reduce the number of temporary employees 
in the second group and it would drastically reduce the income of 
our permanent employees who are heads of families and require their 
present salaries. 

Now, in the past where we had two or three theaters in the town in 
most situations we now have one theater in a town. If we were to 
reduce the number of hours of our operators, for instance, it would 
be impossible for them to get employment in another theater and divide 
up their time so that the few remaining operators would be able to 
sustain themselves at a good wage level. 

They would have to find employment in some other industry; they 
could not be absorbed. 

In addition to the curtailment of the number of hours of operation, 
we would be forced to institute automation by installing mechanical 
candy dispensing machines and the use of turnstile equipment, which 
would eliminate the candy girls and the doormen. 

These drastic measures would only save some of our theaters. Out 
of the 14 theaters we are now operating, about half could continue to 
operate. 

I need not tell you the importance of a theater to the lifeblood and 
success of a community. 

As a matter of fact, many of the theaters that have been closed by 
exhibitors in the past are now being operated by various chambers 
of commerce and local businessmen who got together to open the 
theater in order to have an attraction for the people in their com- 
munity, and to assist business conditions. 

In order to demonstrate statistically what the $1.25 wage would 
mean in our operation, I am submitting the following schedule show- 
ing our present labor costs, compared to the new labor costs and the 
percentage increase. 

This schedule applies only to the second group consisting of the 
temporary employees and does not include our permanent employees. 
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(The tabulation referred to follows :) 





— ene Yearly new | Percentage |Yearly dollar 
abor 











ent labor costs increase increase 
costs at $1.25 
Monessen Amusement Co. _-__.-.........-.---- $39, 087.73 $77, 954. 50 99.4 $38, 866. 77 
Manos Enterprises, Inc. ...................-... 18, 990. 40 43, 225. 00 127.6 24, 234. 60 
cle wg a6 a Ee re 3, 435. 64 8, 580. 00 149.7 5, 144. 36 











In conclusion, we respectfully request the complete exemption of 
all motion picture theater employees from the provisions of H.R. 
4488, or any other minimum wage measure this committee may finally 
report. 

{ also have letters from fellow exhibitors from our area, and I also 
would like to submit them in evidence and make them a permanent 
part of the record. 

Mr. Lanprum. Without objection, they may be received for the 
record, 

(The letters referred to follow :) 

THE NEW GRANADA, 
Direction Iron Crry AMUSEMENT Co., INC., 
Pittsburgh, Pa., April 29, 1960. 
Mr. Tep MANos, 


Monessen Amusement Co., 
Greensburg, Pa. 


Dear Tep: On behalf of the New Granada Theater, I am submitting a sched- 
ule of admissions for the year 1959 for presentation to the Minimum Wage and 
Hour Law Committee. 

This neighborhood theater seating 1,075 and operating from 1 to 11:30 p.m., 
daily, is air-conditioned and modern in every detail and charges popular low 
admission prices. 

An analysis of the enclosed attendance chart is mute evidence to the fact that 
the movie-going habit is a thing of the past. 

Our motion picture operators, manager and janitor receive far in excess of 
$1 per hour. Ushers, cashiers are part-time workers. Our doorman is an aged 
pensioner. 

Under this law, the refreshment stand serving a captive audience to the ex- 
tent of the number of patrons in attendance would receive on many, many days 
the entire gross of our concession stand. 

Most important, the imposition of a dollar an hour minimum wage and hour 
law would force the closing of this theater. 

The Federal admissions tax was adjusted to give distressed theater owners a 
fighting chance for survival. Today, conditions are more critical than ever with 
free television a vital competitive factor. 

It is not un-American to appeal to our Government for exemption from the 
minimum wage law if it means the extermination of my theater. 

I deeply appreciate your cooperation. 

Sincerely, 
Harry HENDEL. 


(The schedule of admissions referred to follows :) 
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Buiatt Bros. THEATERS, 
Pittsburgh, Pa., April 29, 1960. 

Dear TED: We understand it is your intention to appear before the Minimum 
Wage and Hour Labor Committee in an effort to secure an exemption covering 
motion picture theaters from the proposed minimum wage law. 

We do not feel you can impress too strongly upon the members of this com- 
mittee the precarious financial position of the small-town motion picture theater, 
and the hardship which the inclusion of theaters under such a minimum wage law 
would present for not only the theaters, but also for many of the employees 
involved. 

Many of the positions in small-town theaters, such as cashiers, ushers, and 
doormen, are filled by students or by adults seeking part-time employment, and 
who do not depend upon these jobs for their main source of income. If 
theaters are ineluded under the minimum wage law, it will mean the elimina- 
tion of many of these jobs, and in many cases where the operation of theaters 
are now borderline propositions, it will mean the permanent closing of those 
theaters. 

May we ask that you both speak and act in our behalf in presenting these 
facts to this committee? 

With best wishes, we are 

Sincerely yours, 
Earut R. BECKWITH. 


ARTHUR J. SILVERMAN, ACCOUNTANT AND AUDITOR, 
Pittsburgh, Pa., April 29, 1960. 
Re minimum wage and hour law, Labor Committee. 

DEAR Mr. MANos: I have represented the Crafton Theater, Crafton, Pa., and 
the Grand Theater, Carnegie, Pa., for the past 6 years. 

Due to the steady decline in admissions and the increased operating costs 
which have resulted in substantial operating losses, it is my opinion that the 
$1 per hour minimum wage for cashiers, doormen and ushers would most 
certainly put an additional burden on these theaters making it impossible for 
them to continue operating. 

Inasmuch as the theaters are leased an additional burden would be imposed, 
since the rent due on the remaining term of the leases would have to be paid and 
no gross income would be forthcoming. 

On behalf of my clients, I sincerely wish you every success in your efforts to 
forestall this legislation. 

Sincerely yours, 
ARTHUR J. SILVERMAN. 


CARSON AMUSEMENT Co., 
Pittsburgh, Pa., April 29, 1960. 

Dear Ted: I would greatly appreciate it if you would present the following 
to the Minimum Wage and Hour Law Committee. 

The Capitol and Arcade Theaters for the past 3 years have had a great drop 
in attendance. Our losses have been very heavy and it is the reserve we built 
up in the preceding years that has enabled us to keep operating. Now, that 
reserve has been almost completely used. We cannot continue to keep open if 
there is an increase in the minimum wage. 

At the candy counters in the cashier’s ticket box office, we have elderly 
women and high school girls. Our ushers are boys attending high school. 
Our doormen are on the social security pension. Their working hours are 
arranged for their convenience. 

There is a continual turnover of the employees who attend high school, as 
they start working for us in their junior year. Some continue working through 
their senior year while others leave when they become seniors. Many of these 
employees are able to complete their high school course due to the income they 
receive. 

The elderly employees need this work to supplement their fixed incomes. 

Thank you very much. 

Sincerely yours, 
Morris M. FINKEL. 
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APRIL 28, 1960. 

DeaR Mr. MANOs: I would appreciate your intercession on our behalf at the 
minimum hour and wage hearings in Washington, D.C. 

As you know, we operate the Leona Theater, Homestead, the Belmar Theater, 
Homewood, and the Penn Theater, New Castle, Pa. I feel that in the event the- 
minimum wage would be changed to $1, it would force us to close the above three 
theaters. Outside of union operators and janitorial services, which already re- 
ceive more than the minimum hourly wage, most of our employees are part- 
time workers and pensioners. Raising the minimum wage to $1 an hour for: 
our employees would force us, under present conditions, to close our theaters. 

I don’t have to tell you that the theaters today are in a depressed condition and 
if we were forced to increase our payroll, we would be forced to abandon our: 
theaters. 

Thanking you in advance for your sincere efforts on our behalf, I am 

Very truly yours, 
GEORGE STERN, 


Mr. Manos. I appreciate your kind attention. 

Mr. Lanprum. Thank you. 

Mr. Sarra. Our next witness is Mr. John Manuel, who owns one 
theater in Harford County. 


STATEMENT OF JOHN MANUEL, OPERATOR, DRIVE-IN THEATER, 
HARFORD COUNTY, STATE OF MARYLAND 


Mr. Manvex. Gentlemen, my name is John Manuel, and my family 
and I have a small drive-in theater in Harford County, State of 
Maryland. 


We have only this one business, and only this one theater. 


First, I must confess that appearing before this body is a nervous: 


experience for me, since I am somewhat ingenuous in legislative mat- 
ters, and I am by no means accustomed to talking in public. 

I only hope my deep feelings about the matter at hand will impress. 
you with my sincerity, since [ am sure my speechmaking talents will 
not do so. 


The eee legislation to extend the minimum wage coverage to: 
theaters affects me and all other small theater owners to a frightening 


degree. 
Here I must explain that most, in fact all but one, of my employees 
are teenagers going to school, who work part time after school and 


during vacations. The work is nonskilled, and is usually the 


youngster’s first wage earning job. ; 
I employ a cashier to sell tickets, two to three attendants to wait. on 


customers in the snackbar, a boy to B eli up trash from the parking 
heir wages range from 50 cents. 


area, and a boy to mow the grass. 
per hour for the cleanup boy, to 75 cents per hour for the cashier and 
snackbar attendants. 

Employment opportunities for teenagers in school are extremely 


limited in rural areas, and as my own teenage son has found out, our 


small theater is one of the few places they can find work at all. 
Both the teenagers and their parents are delighted with the oppor- 
tunity to earn money while going to school. 


This fits in well with the whole concept of drive-in theaters of 


small capacity in rural areas. 

Sizable investments are made in land, eae, and equipment, but 
the investment can be recouped only during a 4-hour period at night, 
and even then only during a period of about 5 months of the year. 
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Although the season actually runs about 8 months, the spring and 
fall are only too often merely breakeven periods. 

Therefore, the employee is nonproductive a great deal of his work- 
ing time, but must still be paid in order to have a properly trained 
staff on hand when needed. 

Even during the normal summer evening’s work, business is trans- 
acted mostly during intermission time only, with the employees at 
ease waiting for the period. 

When this work picture is projected over a full year, drive-in 
theaters owners find that only a small part of the wages paid are 
actually productive of profits to the owner. 

Fortunately, the work is nonskilled and we can get by with teen- 
agers. However, an increase to $1 per hour, or more, would literally 
spell disaster to most operators like myself. 

The weather also plays an important part in the employment pic- 
ture for drive-in theaters. Many a summer night, our staff has re- 
ported for work, food is prepared, the cashier prepares to open, and 
along comes a drenching rain. This automatically means a drastic 
drop in attendance and sales. Since the staff is already on duty, and 
expects to earn a specified amount for that nicht, the operator takes 
the loss by paying the staff for sitting around until quitting time. 

The small drive-in theater is simply not geared to employ anything 
but the most casual and unskilled labor for three reasons: With our 
present wage scale, we can if we are careful and diligent, absorb these 
uncontrollable losses. 

With a minimum wage -of even $1 an hour, the entire picture 
changes and we face an obstacle that I don’t see how we can over- 
come. 

In my particular case, the proposed legislation would increase my 
payroll by 42 percent. 

Even if my larger competitor would pay this scale, I would have 
to beat that price scale to get people that I need, and to meet such a 
wage scale would be impossible and still operate at a profit. 

In my particular case, the savings of a whole family for some 30 
years are invested in this enterprise. Before building this theater, 
careful investigation indicated we were making a reasonably sound 
investment. The wage level of the area was analyzed, as were many 
other factors. We made the investment and were open only 7 weeks 
when a competitor appeared on the scene. 

With a chain of theaters, and a great deal more capital than I could 
ever get, he exercised his prerogative in our free economy of applying 
»owerful and determined competitive pressures, including a price war. 

Ve survived by working a little harder, tightening up our own opera- 
tion a little more until the situation has shaken down to a reasonable 
distribution of the business. 

It seems ironic that the death blow might come not as it should, 
from stiff competition, but from the Government forcing a wage scale 
on us that we cannot live with. 

Again, it seems, the small businessman must give up simply because 
he cannot outlast the businessman with large capital, and his competi- 
tor wins by default and help from the Government. 

In closing, I can only reiterate that areas like my own find our 
present wage scale adequate, even liberal, for teenagers attending 
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school; that rural communities like ours are simply not geared to a 
minimum hourly wage or even one dollar for part time, unskilled 
labor: that to meet such a wage scale would be impossible and still 
operate at a profit. 

Thank you for your consideration in hearing my plea, gentlemen. 

Mr. Lanprum. Thank you, Mr. Manuel. 

Mr. Manvet. By the way, I also have some letters from friends of 
mine who heard about my coming down here and said “John, make 
your pitch.” 

Mr. Lanprum. They will be received for the record. 

(The letters referred to follow :) 


Super 50 Drive-In THEATER, 
Cambridge, Md., April 28, 1960. 
Mr. JoHN MANUEL, 
Bel Air Drive-In Theatre 
Bel Air, Md. 

Deak JOHN: With reference to the possibility of extending coverage of the 
Federal minimum-wage laws to include theater employees, I am of the opinion 
that this will definitely result in the closing of many theaters. 

As you know, I operate theaters in Oneonta and Sidney, N.Y. New York State 
has had minimum-wage laws for some time and as of March 1 of this year prac- 
tically all theater employees minimum wage was $1 per hour. Like most 
theaters many of the staff are part-time workers, students, and elderly people 
augmenting their pension. These people were satisfied to work for 70 to 85 
cents per hour, the minimum prior to March 1, 1960. 

The direct result of the increased minimum effective March 1 has been to 
change the 7-day operating policy to weekends only. I found that these two 
theaters simply could not break even with the increased costs brought about by 
the payroll increase. Curtailing of the theater operation resulted in the em- 
ployees earning much less. In other words, the minimum-wage increase that was 
put into effect to help the worker actually decreased their earnings. It also de 
prived the citizens of a theater te go to midweek and loss of business to 
merchants. 

I might add that the increased operating costs have convinced me that it 
is impossible to run these theaters at a profit, and I am currently trying to 
work out a deal to convert one of the theaters into a chainstore. This will 
eliminate the only theater in the town (5,500 population) but I cannot continue 
to operate at a loss. 

My personal experience in New York State is a concrete example of what 
a minimum-wage law will do to many theaters in the Nation. A dark theater 
marquee is a most depressing sight in any community. I am afraid there will 
be many more dark marquees if theater employees are included in a minimum- 
wage law on a Federal basis. 

Sineerely, 
HAROLD DEGRAW. 


BALTIMORE, Mp., April 29, 1960. 


Re Patapsco Theatre, Baltimore, Md.; Victory Theatre, Baltimore, Md.; Holly- 
wood Theatre, Arbutus, Md.; New Essex Theattre, Essex, Md. ; Aero Theatre, 
Middle River, Md.; Monocacy Drive-In, Taneytown, Md.; Hancock Drive-In, 
Hancock, Md. 

Dear JOHN: As you know, I represent the above-captioned theaters. In read- 
ing Variety last evening I noticed that you will be appearing before a con- 
gressional committee regarding a Federal minimum-wage law, wherein motion- 
picture theaters as well as other exempted types of business will now be in- 
cluded. 

On behalf of my clients (above listed), I implore you to make every effort to 
have motion-picture theaters excluded. As you are aware, many retired per- 
sons are employed, as well as a great many part-time help. Due to the hours 
that theaters operate, housewives, students, and even those employed in other 
fields of a full-time basis are able to secure additional employment, and in so 
doing make additional money. 
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Most of these theaters operate today on a curtailed schedule due to lack of 
patronage which in turn induces poor business conditions. They in most in- 
stances are just hanging on by the “skin of their teeth.” 

In the last 15 years over 40 conventional theaters have closed in the Greater 
Baltimore area. Only four new conventional theaters have been opened dur- 
ing this period; and, of ‘these four, the last one so opened was about 10 years 
ago. This does not reflect even a status quo, and is even more alarming when 
you consider the population increase. 

Any added burden would only cause additional hardship, and in my opinion 
cause many additional theaters to close. Also, if a minimum-wage law is en- 
acted to include theaters, many of our senior citizens would be discharged, 
and replaced with younger people. For those theaters remaining in business 
the staff would have to be cut, and operating hours reduced, having the effect 
to lower the pay of those remaining employees. 

In summation, please do everything you can to convey the deplorable state 
of business today, and the hardship such a law would have on the remaining 
theaters as well as those persons employed therein. 

It was not my intention 'to write such a long letter, but this situation, if al- 
lowed, could well be the “k.o.” to many theaters, not only in this area but 
throughout the country. Everything possible must be done to bring home to 
our Congressmen and Senators that such a law will not be helpful but most 
harmful. 

If there is anything that I may be able to do personally, I will be most happy 
to cooperate. Please let me know. 

Warm personal regards, 

Sincerely yours, 
Irwin R. CoHEN, 
Attorney at Law. 


XDMONDSON DRIVE-IN THEATRE, 
Baltimore, Md., April 29, 1960. 

DparR JoHN: I read in Variety where you are to appear in behalf of theater 
exemption from the new minimum-wage bill and thought I would take time out 
to express a few of my thoughts on the issue as it might give you a little more 
to work with. 

Being in the drive-in field of our industry, our problems are both characteris- 
tic of and diverse from those of indoor theaters. However, one thing in com- 
mon is the problem of constantly increasing costs of operation and a general 
slackening off at the box office. In view of this, theater exemption from the 
minimum-wage bill is a must or I am afraid it will prove disastrous to many 
theater operators. 

In our particular case, we operate both the Edmondson and Elkridge Drive- 
Ins 52 weeks a year. Being a drive-in operator yourself, I need not tell you 
there is no profit being realized during the winter period. Should we be forced 
to pay according to the scale of the proposed bill, we would have no alternative 
than to close down 4, at least 4, days a week and perhaps altogether during the 
cold months. In this event, the other persons who are now earning over the 
suggested rates would be completely without work. I wonder, would this be 
fair to them and would it worsen the employment situation? 

I hope the foregoing matter, especially the third paragraph, will give you 
some additional information for your presentation at the hearing. 

Kindest personal regards, 

Sincerely, 


G. A. BREHM. 

Mr. Sarra. The next witness is Mr. John Thompson, from Gaines- 
ville, Ga. 

Mr. Lanprum. Gentlemen of the committee, I want the record to 
show that I also have friends in this theater business. I will say to 
you who have taken the privilege of introducing your distinguished 
friends and constituents that this gentleman from Gainesville, Ga., is 
a very respected citizen, a very able and conscientious member of the 
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community society in that town of about 25,000, and the county of 
probably 50,000 to 60,000. 

In addition to that, he is a very valued friend of mine. I am de- 
lighted to have him here. 


STATEMENT OF JOHN THOMPSON, GAINESVILLE, GA. 


Mr. TuHompson. Thank you, Mr. Landrum. With that introduc- 
tion, you leave me speechless. I thank you for your kindness. 

My name is John Thompson. I am a resident of Gainesville, Ga., 
a city of some 25,000 population located in northeast Georgia. I am 
the owner and operator of two drive-in movie theaters in that com- 
munity and I am personally familiar with the problems of theater 
operation in that area. 

I have with me a number of letters which have been sent to me 
from other exhibitors in Georgia. They have asked that their exnres- 
sion of protest to this legislation be presented to you. In their behalf, 
may I respectfully request that their letters be printed as a part of my 
remarks ? 

Mr. LANprum. We will receive them for the record. 

(The letters referred to follow :) 


J. E. DUNCAN THEATRES, 
Carrollton, Ga., April 30, 1960. 
Mr. JoHN THOMPSON, 
Gainesville, Ga. 

Dear JOHN: I have been informed that you plan to appear before the con- 
gressional committee in Washington, in behalf of the theater owners. 

The proposed wage increase and increased coverage would simply put me 
out of business. As you know, I have already had to close several theaters in 
small towns, and the cost of converting the buildings was so great that it was 
necessary to sacrifice the buildings at about 25 cents on the dollar. My theaters 
have shown a loss every year since 1951. My auditor, Charles P. Bagley & Co., 
Atlanta, Ga., has advised me that I would be better off to close my theaters, 
but I feel this would be the last resort. 

Please do everything you can in behalf of the small town theater owner, 
as we feel that our business is an asset to the community. This proposed 
change in law would leave only the large city theaters operating, and I feel 
sure that they would operate at a loss. 

Very sincerely, 
J. Esp DuncAN. 


MARTIN & THOMPSON THEATRES, 
AFFILIATED WITH MARTIN THEATRES OPERATING IN GEORGIA, 
Hatwkinsville, Ga., April 28, 1960. 
Mr. Joun THOMPSON, 
Representative of Georgia Evhibitors, 
Sky-View Theatre, Gainesville, Ga. 

DEAR JOHN: The owners of Martin & Thompson Theatres have expressed con- 
cern about the possibility of Congress passing the new minimum wage law. 

With the present business being done by the small town theaters, and no im- 
provement in sight in the theater industry, this law could mean that it would 
be impossible for Martin & Thompson to continue operation. 

Labor costs now in many of our theater operations run from 35 to 40 percent 
of our gross receipts. I am certain that the average businessman can readily 
see, with this percentage of labor costs, that it would be impossible for us to 
expand our labor costs any further. 

Your efforts would be appreciated. 

Sincerely, 


J. H. THOMPSON. 
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BatLey THEATERS, 
Atlanta, Ga., April 28, 1960. 
Mr. JoHnN THOMPSON, 
Gainesville, Ga. 

Dear JouHn: I am much concerned about the legislation which is proposing to 
increase the minimum wage to $1.25 per hour, and even more concerned with the 
proposal to extend the coverage which would embrace coverage to employees 
of theaters, not now affected by legislation on the statute books. 

I am owner and operator of a number of theaters, many of them very small. 
Such legislation would, without a doubt, put us out of business. We are having 
a very tough time now keeping open, and our employees are, in most instances, 
ones who do not make a career of theater business, such as concession, ushers, 
etc., personnel. 

I am sending this letter to you because I want you to present my views to the 
committee. 

This plea comes from one who is in a distressed industry. 

Sincerely yours, 
H. T. SPEARs, 
Partner and General Manager. 


MOTION PICTURE THEATRE OWNERS & OPERATORS OF GEORGIA, INC., 
April 28, 1960. 

DEAR JOHN: The members of our organization are very much concerned about 
the passage of a new labor act that is now before Congress, and the adverse 
effect that it would have on them and their operations if they are called upon 
to pay this minimum wage for employees in their operations. 

Many small-town theaters would have to close their doors if this minimum 
wage law is passed. 

The members of our organization urge you to do everything possible to con- 
vince this labor committee of the danger in the passage of such law to our 
industry. 

Sincerely, 
J. H. THOMPSON, 

Mr. ‘THompson. May I say at the outset that all of northeast Geor- 
gia has for the past 3 years experienced, and is continuing to ex- 
perience, a severe depression in the poultry broiler industry, an in- 
dustry which has been the backbone of the local economy and which 
has for a decade been the determining factor between relative pros- 
perity and relative depression. No reasonable statement of the con- 
ditions of theater owners in this area can be made without reference 
to this economic fact over which we have no control. 

In January of 1949, I embarked upon the venture of going into 
business for myself in Gainesville, Ga. At that time there were four 
indoor theaters and one drive-in theater in operation. Today there 
are two indoor theaters and two drive-in theaters serving a county 
of over 50,000 population and a trade area of much greater popula- 
tion. This committee is well aware that cost of doing business has 
mounted through these many years and furthermore drive-in the- 
atres suffered from a seasonal hazard. I learned that admission 
price increases for theaters do not meet with public approval and, 
therefore, we must absorb the rising cost of operation. The im- 
poet of television and the mounting popularity of night football, 
asketball, baseball, wrestling matches, and other events, all are high- 
ly competitive in my area for the amusement dollar. At this par- 
ticular stage in our unique history as a useful and vital industry to 
the Nation, we find ourselves operating under a policy of a constant- 
ly diminishing profit and in many cases losses. 
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Should the minimum wage provisions, as proposed, be adopted, or 
even its terms reduced, I am led to the inescapable conclusion I could 
make no profit at all. I would be out of business and my employees 
would be without the jobs they now have. 

My theaters employ a number of part-time, school-age boys and 
girls who serve as ticket takers and concession helpers. 

At the Lake Lanier Drive-In Theatre the entire weekly payroll is 
$314.50, of which $69 is paid to part-time help. At the Skyview 
Drive-In Theatre, the wet payroll is $325.50 of which $46 is paid 
for part-time help. 

Should this same help be paid on the basis of $1.25 per hour, the 
expenditure for part-time help in both theaters would rise to a total 
of $187.50, an increase of $72 per week. For 2 weeks, this would 
amount to $3,870. The net loss from both theaters for 1958 was 
$7,787.70. In 1959 the net profit was $6,259.90 from both theaters. 
Should the minimum wage be reduced to a lesser figure, then the 
figures just given would be reduced proportionately. Casual help at 
$1 per hour, both theaters total $159—an increase of $44 per week— 
for 52 weeks, $2,288. From these figures it can be determined that 
my operations would be adversely affected. 

Gentlemen, the motion picture industry has for many years been 
an industry of vision, hard work, and success. Many of us who ex- 
hibit motion pictures believe that this setback is only transitory and 
that motion pictures will always play an invaluable role in both edu- 
cation and entertainment in our American way of life. We know 
that we must move through a period of adjustment and small profit. 
If we are allowed to make this adjustment without increased burdens, 
then I believe that the industry will emerge with new vigor and life. 
If, at this time, we are further burdened, the result could be the de- 
struction of one of our greatest industries. 

I would like to point out here at this time that even though I may 
be considered an independent, the $500,000 level figure which is estab- 
lished in this bill would not necessarily affect every phase. In other 
words, the film rentals aspect should be taken into consideration. For 
instance, the picture “Ben Hur,” which as I understand is about 90 
percent film rental, then when you consider the gross at this particular 
theater, whoever vs this theater, should that gross be considered 
in that particular bracket on this particular picture? However, there 
are other pictures which would come under this same category. The 
picture business fluctuates on a percentage basis, say from 50 percent 
up on their better products, and therefore would this be considered 
in the overall gross of a theater even though you may be an inde- 
pendent. I just throw that out for your thinking. 

And now, gentlemen, for the many reasons given at this hearing 
and as one who has the savings of a lifetime and effort invested in this 
industry, I respectfully ask that you look with favor upon the specific 
exemption of motion picture theaters from the provisions of the 
minimum wage bill. 

Thank you so very much for your kind attention. 

Mr. Sarra. Mr. Franklin Dean will brief his statement in closing. 
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STATEMENT OF FRANK C. LYDON, EXECUTIVE SECRETARY, 
ALLIED THEATRES OF NEW ENGLAND, BOSTON, MASS. 


Mr. Lypon. Mr. Chairman and members of the committee, my name 
is Frank C. Lydon; my position that of executive secretary of Allied 
Theatres of New England and our address is 73 Tremont Street in 
Boston. Allied Theatres is a trade association with member theaters 
in the five upper New England States. Our statement is submitted 
to this committee in behalf of over 400 member or nonmember 
theaters in our area. 

These theaters —in fact all theaters in the entire 50 States—are 
vitally concerned, alarmed about, and opposed to proposals before 
you, which, if approved, would extent coverage of the Fair Labor 
Standards Act not to all employees in all theater establishments, but, 
by marked contrast, only to those employees who happen to be em- 
ployed by an arbitrarily determined and limited class of theater 
enterprises. 

Movie theaters have always been exempt under the FLS Act ever 
since it was adopted in 1938, because, we believe, they were not and 
they are not within the scope of the constitutional provision which 
delegates to the Congress the “power to regulate commerce with 
foreign nations, among the several States, and with the Indian 
tribes”—or, in other words, interstate and foreign commerce. 

Mr. Lanprum. You maintain we live under the same Constitution ? 

Mr. Lypon. Well, we would like to have it that way, Mr. Landrum. 

Department of Commerce statistics reveal that more than 70 per- 
cent of all theaters are located within the States in which 31 key 
film distribution centers—or film exchanges—are located. And we 
would estimate that this 70 percent of all theaters produce at east 90 
percent of all domestic film rentals through purely interstate trans- 
actions. In effect, 90 percent of all nickels, dimes, or dollars, which 
are collected at neighborhood, or local movie theaters for the payment 
of film rentals, remain within the State in which they are collected. 
Under such circumstances, it was logical, equitable, justifiable, and 
proper to include movie theaters in the “exempt” category under sec- 
tion 13 of the act in which they have been classified for the past 22 
years. Therefore, our principal petition to this committee is the 
continued “exemption of employees in motion picture theaters” by 
specific amendment to that effect to be inserted in any revision of 
section 13 of the act. 

Production and distribution employees are covered: Production of 
motion pictures is carried on, for the most part, in California. Em- 
ployees engaged there in the “production of goods for commerce” 
average $150 in weekly wages—next to the highest wages reported by 
the California Department of Labor. This high average covers our 
craft unions, office employees and others, but it does not include stars, 
professional talent, or top executives. And the funds for this payroll, 
amounting to more than $4 million each week, depend upon the con- 
tinued and successful operation of 16,000 theaters throughout the 50 
States, Naturally, all production employees are now covered by the 
Fair Labor Standards Act. 

Distribution of motion pictures is channeled through film exchanges 
in 31 key locations throughout the country. These exchanges are 
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engaged in the distribution of goods in interstate commerce. Natural- 
ly, they, too, are now covered by the Fair Labor Standards Act. 

Thirty-three States have minimum wage laws: Thirty-three States 
have adopted minimum wage laws under the “home rule,” “local 
option,” or “States rights” prerogative reserved to them under article 
X of the Bill of Rights. These statutes are, in the opinion of the 
duly elected State legislators who enacted them, ample, fair, and 
reasonable by local standards. 

Theater employees now covered: State minimum wage laws or 
orders now cover theater employees in 20 States. In almost every 
State exceptions are made for students, for ushers, part-time workers, 
minors, male minors, for elderly workers, etc. These exceptions are 
designed “to prevent the curtailment of employment possibilities.” 
In fact, in some instances (Connecticut) the commissioner of labor 
is authorized to set lower wages to prevent curtailment, for beginners, 
etc. These exceptions apply, to a great degree, to many theater em- 
ployees who work on a part-time basis, such as pensioners, students, 
or housewives, who are earning supplemental or incidental income 
not required for, or related to self-support, or maintaining a family. 
Of course, craft employees, such as movie operators, stagehands, 
electricians, musicians, etc., all receive salaries greatly in excess of 
the various State minimum wage rates. 

Bills proposed radical revolutionary changes: For the past 22 
years, the Fair Labor Standards Act has been directed toward “in- 
dustries engaged in commerce or in the production of goods for com- 
merce.” However, bills now before you would extend coverage to 
employees of enterprises which may be engaged—not in commerce, but 
in any activity affecting commerce. This is an entirely new and 
extremely broad concept under which coverage is determined by who 
operates an establishment. If a small theater is operated by an 
enterprise which, in all of its combined operations, has a stipulated 
and arbitrary weekly volume of receipts, that small theater and all 
other activities of the enterprise would be covered by the act. 

However, if each of the units controlled by the enterprise was 
operated by an individual owner, or a corporation having gross annual 
receipts amounting to less than the stipulated and arbitrary amount, 
none of the employees involved would be covered. We respectfully 
submit that this sort of discrimination is extremely unfair and con- 
trary to the concept of equal treatment under the law. 

Only chain theaters directly affected: I underline the word “di- 
rectly” because, although in the first instance the big circuits are 
affected, I repeat, as it has been stated, that they, Mr. Chairman, 
are the backbone of the industry, they are the corporations, the cir- 
cuits, that supply the major part of film rental that is obtained by 
the producers. As a matter of fact, 2,500 of the top theaters in our 
industry, 95 percent of which would be covered, produce 85 percent 
of all the money accruing to production in the United States in the 
domestic market. So although the circuits are affected in the first 
instance, if you stymie them, if you put restrictions or impediments 
on them it is a vicious circle, less film rental will be derived from them, 
it will have an adverse affect on the production, on the output of the 
market. When you restrict the output of the market, it comes down 
to that little fellow running the neighborhood theater who needs six 
pictures a week, he cannot get them nohow. His situation will be 
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worse than ever, although that man is not mentioned in any of the bills. 
He has not been here to defend himself except for men like Mr. 
Thompson and these other gentlemen who have small operations. 

Obviously, if coverage is to be extended to enterprises doing a half 
million dollars gross business per year, it is only going to affect chain 
or circuit theaters directly. Except for the matter of ownership, 
90 percent of these circuit theaters are small theater operations similar 
to thousands of other theaters which will not be covered. In a great 
many cases these theater circuits would be unable to meet the payroll 
increases involved. Their only recourse? Sell. Liquidate. Unload 
at sacrifice prices. But to whom? They cannot sell without a buyer 
and buyers for theater properties, even at distress prices, are indeed 
a rarity. 

Most theaters have waiting lists for openings: Approximately 25 
percent of all theater employees work on a part-time basis (1954 
census of business). Being students, pensioners, housewives, etc., 
they are interested in extra money to purchase conveniences rather 
than necessities, or to obtain lunch money or book money, so that 
they may pursue their education. These employees are attracted to 
theater work by the convenience of the working time which we can 
offer, as to time of day or night, days of the week, etc., and the con- 
venience of location such as being handy to their homes, ete. Others 
are attracted by the atmosphere of the theater, whether it be the sur- 
roundings, being in the public eye, or the so-called glamour of the 
movies, or maybe they just like movies, especially when they get paid 
to watch them. 

In any event, they are willing workers, eager, intelligent, and inde- 
pendent individuals who come into our theaters of their own volition, 
exercising their inherent right as free agents to contract for their 
own services. No compulsion is involved. No duress is involved. 
And they are employed at wage rates which are mutually agreeable. 
In most situations we have waiting lists of ready, willing, and anxious 
applicants for this part-time employment and for regular openings. 

Any radical revision of our wage structure would have far-reaching 
effect: Customary differentials is a very important factor in our 
theater wage structure. Starting at the bottom with ushers and 
candy girls (generally students), ticket takers, managers, stage hands, 
electricians, and projectionists, or operators, each category is paid a 
higher wage than those below it. 

Now, if ushers, students, or pensioners are raised to the $1 level, 
or $1.10, or $1.25, then all our other employees are going to demand 
substantial, if not proportionate, increases. Our entire wage struc- 
ture would be disrupted, and, no doubt, we would experience labor 
disputes and the elimination of employment due to theater closings. 

Approximately 3,000 theaters have gone out of business since 1954 
(last Department of Commerce survey). And, even though theater 
attendance has made some slight gains recently, we still have a long 
way to go. Altogether, too many of our theaters are still marginal 
operations, or red ink operations. Any radical upward revision of 
operating costs at this time would fm in another surge of theater 
closings. 

Continued theater closings would affect domestic film output: Loss 
of film rentals due to theater closings would have a very serious and 
dangerous effect upon our producers in Hollywood and elsewhere. 
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In spite of the “everything is rosy” hoopla, and enthusiasm for our 
Hollywood and other product, our producers are operating on an ex- 
tremely close margin. Our oversea income is being adversely af- 
fected by the spread of television, and domestic film rentals are un- 
stable. Any further production losses would spur the demands of 
the liquidation specialists who have no interest in the long-pull wel- 
fare of our industry. They aré only concerned with disposal of the 
assets—the “last fast buck.” And we should remember that any 
threat to the $250 million of capital investment in motion picture 
production is an even greater threat to the $250 billion of capital in- 
vested in movie theaters throughout the country. 

Theater closings cause disastrous chain of events and small thea- 
ters—theaters which could not meet increased payroll costs—would be 
forced to close. Closed theaters means sedans film rental income for 
our producers. Reduced income or rental potential means that our 
producers would be forced to (1) liquidate, (2) concentrate on films 
for television, (3) confine production to big spectacular and costly 
pictures for big city, big theater, longrun engagements, and, in an 
event, means (4) fewer pictures produced. Fewer pictures produc 
means still more theaters forced to close for lack of pictures. This 
aplies especially to small theaters which require even more pictures 
than the present market provides. Naturally, more closed theaters 
means more jobs lost—and Department of Commerce figures reveal 
that— 

Thirty thousand people have lost their theater jobs during the 
past four years. 

Entire industry ultimately and adversely affected: So, although 
the proposals before the committee only apply, initially, to a selected 
and limited number of corporations and theaters, the ultimate effect, 
if they were adopted, could well be disaster for every element—pro- 
duction, distribution, and exhibition—especially the small theaters— 
and every employee in our entire industry. At the risk of using a 
crude analogy, if a man (or industry) is kicked in the stomach, that 
man (or industry) is just going to get awful sick all over. 

Conclusion: In concluding, Mr. Chairman, we suggest that thea- 
ter wages or theaters, as such: 

Are not engaged in commerce, as commerce is defined in the FLS 
Act; 

Do not substantially “affect any activity” in commerce; 

Do not affect the “free flow” of goods in commerce; 

Do not interfere with or affect the “fair marketing of goods in com- 
merce”; and 

Are not responsible for “labor disputes obstructing commerce.” 

We further submit that extending the FLS Act to approximately 
4,000 theaters, as is proposed, will do irreparable damage, not only to 
these particular theaters, which provide 85 percent of all domestic 
film rentals to American picture producers, but to everybody in the 
motion picture industry right down to the pensioner who is con- 
tented with his wages and his duties as ticket taker for 2, 3, or 4 hours 
per day at some small town or neighborhood theater. 

In substance, extending the coverage to theaters will do substan- 
tially more harm than good. 

Mr. Chairman and members of the committee, for the reasons which 
have been stated we respectfully request that section 13 of the Fair 
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Labor Standards Act be amended by adding a specific provision in sub- 
section (a) which will preserve the exempt status of “employees in 
motion picture theaters.’ 

We believe this to be a reasonable request completely justified by 
current conditions and one which would give our motion picture in- 
dustry a fighting chance to succeed in our determined attempt to 
regain our former status. 

I have some photographs from each of the New England States. I 
will summarize these photos for you, Mr. Chairman. The first folder 
is for the State of Maine. It shows you, gentlemen, two little bitty 
400-seat theaters, one is in Farmington, a college town, a normal 
school, and the other is in Madison, Maine. Those two little theaters 
would be compelled to comply with the proposed revision of the Fair 
Labor Standards Act. 

By contrast, a 2,000 seat theater in Portland, Maine, would not be 
required to. A 1,700-seat theater in Lewiston would not be required 
to. The mere happenstance that those two little theaters are owned 
by a man who owns a large group of similar small theaters, they 
would be covered. It seems rather inconsistent and without any 
question it is discriminatory. 

The next folder is in Portsmouth, N.H., shows a little side street 
theater, the Civic Theater, a little up the hill and then up a flight of 
stairs to get in and see the show, and it would be covered. And down 
on the main street is this big Colonial Theater, I think it is 1,400 or 
1,700 seats, running the roost there; the little fellow is no competition 
to him, the big fellow has everything he wants right now and he 
would be following the State minimum wage in New Hampshire 
where the little fellow on the side street would be required to comply 
with the $1.25 minimum wage. 

The next one, in Vermont, is not a typical example, but I dare say 
there are similar ones throughout the country, two theaters adjacent 
to each other. The little Star Theater which shows in the photo- 
graph is merely a store front entrance, about 12 feet wide. You go 
through this old store and: you come out in the back of the building 
and they built a theater there. It happens to be owned by Interstate 
Theaters, which has a great number of similar small theaters. They 
would be required to comply with the Fair Labor Standards Act edict 
of $1.25 an hour, if that is what it is, and the competitor in the big 
Palace Theater, next door, could go along on the State minimum 
wage, which is a dollar an hour but which does not cover ushers or 
candy girls or students. 

The next one is Massachusetts, a real horrible example, if I may 
state it as such, Mr. Chairman. We have this tremendous Fox 
Theater which shows there, two photographs of it to let you notice 
that they play “Porgy and Bess” one week and they play “Solomon 
and Sheba” the next week, and the poor little guy right next door to 
them, the Strand Theater, which is a quonset hut with a facade, that 
little fellow would be compelled to comply. Tis big competitor next 
door would not be covered. 

The final example, Mr. Chairman, if you will bear with me, is in 
Providence, R.I. The picture is of the little Avon Theater, another 
instance of 400 or 500 seats, which in the city of Providence would 
be compelled to comply. By contrast, the big Strand Theater down 
in the big business district, Main Street theater, individually owned, 
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would not be compelled to comply. He would follow the State 
minimum wage in Rhode Island, which includes students and specifi-- 
cally ushers. And a very important point with respect to Providence, 
Mr. Chairman, that Strand Theater, which weald' not be compelled 
to comply with a dollar and a quarter wage, is bidding against three 
other first-run theaters in the city. Now, the Strand Theater is going 
to have or would have the advantage of a low minimum wage because 
of the Rhode Island statute and that advantage would accrue to their 
benefit in selling shows to the public at a cheaper price and, more 
important, in outbidding three competitive theaters in obtaining the 
extremely limited supply of product that is available to theaters under 
present conditions. 

I hope you will find time to look at them a little closer. There is 
some descriptive matter with them. I hope you can absorb the content. 
I think it has some impact. 

I have for the committee, and one copy for the reporter, some 
statistics, six New England theater circuits, one of which is making 
money, the other five are losing money. This synopsis shows what the: 
increased loss would be at $1, $1.15, and $1.25. 

Mr. Lanprum. We will receive that for the record. 

(The synopsis referred to follows :) 
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ANALYSIS OF ACTUAL INCREASED THEATER EXPENSE WITH $1.25 MINIMUM WAGE 


Circuit A, between 30 and 40 theaters, capacity average 700 seats 


OLLI COLLET LALLA SARE TS EE CT $30, 078 
Ie atte happesiiens triage atepacdaninwienb aie baegadonenen 38, 804 
ee Se a 57, 420: 


Against a 1959 loss of $55,000 in the same theaters. 
Analysis based upon all of circuits’ theaters, it includes the good and the bad. 


Circuit B, between 20 and 30 theaters, capacity from 400 seats to over 2,000 


Atv, em Ce Fe ee ee a i $51, 402. 80° 
AP eae, Coste oe Sorel ier to 48D 71, 879. 80° 
At; BUBG, @oetis 1.2... Dial cies deilcala i ce seiv eres mi ents: d gth iw salhegne aahieeies 123, 377. 80 


Against a loss for 1959. 


Circuit C, between 15 and 25 theaters—Average capacity, 675 





























[In percent] 

Payroll Relation to 

increase profit 
A RS SRL PS ee SERRA ES SS be ye Te Ce ENS ee eee CECE ee 20. 98 29.3 
a ee LS ni ceukaebenetasebid ntact 26. 48 36. 98 
CN RRO Ct ERS BE! AL SE ES. 37. 48 §2. 35 

1959 profit not disclosed. 
Circuit D, between 25 and 35 theaters 

pS CEE OL ea ee eee ee een $21, 343 
At $1.15, cost_ gee het a ribet ae FORE 32, 012 
a a ke conbandipmbaseioemnannpataeine 60, 321 





Against a loss for 1959. 
Circuit reduced by 13 closings since 1958. 


Now paying taxes on four closed theatres assessed for more than a quarter 
million dollars, at a cost of about $22,000 per year, plus $9,000 a year rent on a 
fourth closed theater. 
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Circuit E, approximately 10 theaters 











At $1.10, cost__...____ - $12, 454 
BO gio cig cited inborn ms 18, 686 
At $1.25, cost a & 31, 135 





Circuit lost money in 1959. 
Circuit F, 17 theaters 








pk eR EAT cee Pm Be EE ah Ale ba oS aa $12, 100 
BP PT Ce I Seat taeda ts a Sahel ELST AR hm SE glee A Rei! Ad kB Ah 18, 300 
SO irihictriemedieteroauum eas hiciics cucebcandieeanansaemd centakene te aren 24, 100 





Circuit lost money in 1959; pays taxes on six closed theaters. 


Mr. Lypon. I also have a letter from one of my members, B & Q 
Associates, stressing the social aspects of this problem in that he has 
had to refuse employment to students who wanted to work for him 
because of the existing State minimum wage in Massachusetts. I have 
just two more here, Mr. Chairman. One is the matter of compensating 
increases. Recently, the Commonwealth of Massachusetts raised our 
State minimum wage and we had to raise the wage for ushers. Im- 
mediately this University Theater across from Harvard College had 
to raise its wages for all of its employees to maintain a good employ- 
ment personnel relations. 

This next example, Mr. Chairman, I think is extremely important. 
I have here a list of theaters belonging to a particular circuit in New 
England. It is identified in the record. There are 20 theaters in this 
left-hand column and they would all be covered. Now these others 
are going to compete with 50 theaters in the right-hand column, all 
of which would not be covered. The point is discrimination and I 
give you the list toemphasize the — 

(The list and other material referred to follow :) 


B & Q Associates, INC., 
Brookline, Mass., March 14, 1960. 
Mr. FRANK C. LypDon, 
Allied Theatres of New England, 
Boston, Mass. 

DeEAR FRANK: I am enclosing a summary of what would happen to us under 
the proposed minimum wage bills. 

I am glad that you asked me to do this for it certainly drove home, for me, 
the need for constructive action to oppose this oppressive legislation. 

Last year the nine theaters I list (our entire circuit) lost money as a com- 
bination. Three of them made a profit, but in the cases of these three theaters 
the ultimate increase would reduce the profit by 33 percent, 80 percent, and 50 
percent, respectively. 

Now, Frank, aside from the obvious harm that this would inflict upon our 
business community, there is a social aspect equally harmful. We have students 
applying for jobs, willing to work for less, and we can’t hire them. As a fellow 
who went through college on the GI bill and theater employment, I am sad- 
dened by this situation. 

I am looking forward to our meeting and hope that some avenue is open to 
modify this legislation. 

Kindest regards. 

Sincerely, 
JoHN D. MAHONEY, Controller. 


UNIVERSITY THEATRE, 
Cambridge, Mass., March 16, 1960. 
Mr. Frank C. Lypon, 
Allied Theatres of New England, Inc., 
Boston, Mass. 
Dear FRANK: This is in answer to your request for information on the prac- 


tical effect of the recent legislation increasing the basic wage for ushers to a 
minimum of $1 an hour. 
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Because of this new ruling, we had no choice but to give equivalent raises in 
all the categories of theater personnel except in the projection booth and back- 
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stage where salaries are arrived at by union negotiations. 


Theater morale is most important and a raise in one department necessarily 
triggers similar increases up and down the line. 


vidual effort cannot always be recognized under this procedure. 


With the ushers getting $1 an hour, the cashiers and ticket takers went up 
Those paid on a weekly basis also re- 
ceived relative increases, making the total payroll considerably higher than pre- 
In fact, every nonunion employee in the theater has been given a raise 


to $1.20. the head ushers to $1.35, etc. 


viously. 


since the latest minimum hour legislation. 
one category alone and have a contented staff. 


‘stablishing a minimum wage in one classification actually establishes new 


minimums for all theater departments. 


Hope these facts will be of interest to you. 


Yours very truly, 


You just can’t give an increase in 


Setu H. Frewp, Manager. 





City or town 


| 20 theaters ‘‘covered,” 
| New England Theatres, 
| Ine. 





Bangor, Maine 


Biddeford, Maine 


Rockland, Maine 


Waterville, Maine 
Westbrook, Maine 
Dover, N.I 


Ses 


Pawtucket, R.I_-.-.-- 


ere 


SS) 


Dorehester, Mass_.....-.--- 
Brockton, Mass 


Cambridge, Mass-----.-.---- 


SG eae 


Holyoke, Mass 
Lowell, Mass 





_| Opera House____-.___----- 


.| Central 


Ries ee 


.| Strand 
.| Brockton 


| 


Metropolitan, Paramount 


SE RT é 


Central 


| ELLER 
Capitol. -............ éwwtds 





| 


50 competing theaters ‘‘not covered,” 
immediate competitors exempt 





It is unfortunate that indi- 





Bijou (Russell). 


| Bangor D.1. (Graphic Circuit). 


City (Lausier). 

Mutual Saco (Brikates). 
Saco D.I. (Gen Borgine). 
Strand (Dondis). 


| Rockport D.I. (Graphic Circuit), 


Camden (Graphic Circuit). 
State. 

Winslow D.I. 

Gorham (Felix Lacroix). 


| Prides Crossing D.I. (Al Tavaranian). 
| Uptown (Bridgham). 








Newington D.I, (Morrison). 
Rochester D.I. (Interstate). 
Starway D.I. (James Sayer). 
Paramount (Zeitz). 


| Opera House (Horgan). 


Family D.I. (Manisian Bros.). 
Darlton (James Laird). 
Fairlawn (Harry Ficher). 


| llope-Providenee (Lockwood & Gordon). 


Lafayette-Central Falls (Mel Saffner). 
Exeter (Berlin). 

Kenmore (Richmond). 

Telepix (Irving Isaacs). 


Adams (Laurie). 


University (Seth Field). 

Brattle (Syrus Harvey). 

Fresh Pond D.I. (Mr. McLaughlin). 
Strand (Rob Wolfson). 

Meadow Glen D.I. (Rifkin). 

Twin D,I. (Middlesex Amusement). 
United Cinema (Henry Turcotte). 
Rialto (Glassman). 

Royal (Kenneth Wittemore). 
Wamasut D.I. (Jake Asadorian). 
Lowell D.I. (Glassman). 

Baylies (Marcoux). 

State (Zeitz). 

Empire (Zeitz). 

Palace (Western Massachusetts). 
Union Sq. (J. W. Coomey). 

Tyler (Wm. Shea), 

Berkshire D.1. 

Pittsfield D.I. >Daitz. 
Sunset D.I. 

Majestic 

Riverdale; West Springfield. 
Memorial 

Parkway, North Wilbraham, 
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Mr. Lypon. Mr. Chairman, I would just remind you, I have covered 
the discrimination factor, that over 30,000 people have lost their 
jobs in our business since 1954 and there has been a lot of capital 
lost. If I may use the first person singular for once, I will cite one in- 
stance that is personal to me. A family theater that my own parents 
opened in 1908, a long time ago, and we ran it successfully for a good 
many years; in 1947 we refused $140,000 for that piece of real estate. 
In 1955 I sold it for $25,000. The First National Bank was breath- 
ing down my neck on foreclosure, it was that close tome. And when 
they got their mortgage money and the mayor of Boston got his tax 
money, my four brothers, my sister, and myself had a heck of a time 
splitting up the $3,000 that was left, after a $140,000 offer. 

Not by coincidence, but by design, I also have some letters I would 
like to submit for the record from my members who sent me down 
here. I told them I was coming down. I thought it would be nice 
to have some letters. May I submit them for the record ¢ 

Mr. Lanprum. We will be glad to receive them. 

(The letters referred to follow :) 

INTERSTATE THEATER CORP., 
Boston, Mass., April 28, 1960. 
Mr. Frank Lypon, 
Allied Theaters of New England, 
Boston, Mass. 

Dear FRANK: Hope you are successful with the minimum wage bill at Wash- 
ington next week. If this bill goes through it will increase our losses and un- 
doubtedly result in the closing of several of our theaters. 

Sincerely yours, 
JAMES F. MAHONEY, 
General Manager. 


NATHAN YAMINS THEATRICAL ENTERPRISES, 
Boston, Mass., April 28, 1960. 
Deak Mr. Lypon: On behalf of our theaters it is our hope that you will be 
successful in obtaining an exemption status for theaters from the new pro- 
posed minimum wages, and we wish you the best of luck in your hearings next 
Tuesday. If theaters are not granted an exemption, we will no doubt be faced 
with greater losses and be faced with closing additional theaters. 
With kind personal regards, I am, 
Sincerely yours, 
Epwarp W. Liver. 


NEW ENGLAND THEATERS, INC. 
Boston, Mass., April 29, 1960. 
Dear FRANK: As suggested, I have analyzed the payroll records of our theaters 
with respect to an increased minimum wage to $1.25 per hour. This rate would 
result in an extremely severe burden for our group of theaters. We are in no 
position to absorb any increased costs, and the only alternative would be to 
reduce the number of our employees, in the event that we are unable to maintain 
our “exemption” status under the minimum wage law. 
This is of the utmost importance, Frank, and let me wish you the best of 
luck at the hearing on next Tuesday. 
With kindest regards. 
Sincerely, 
Ropert M. STERNBURG, President. 
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B & O AssociaATEs, INC., 

CAPANS AMUSEMENT Co., INC., 
Brookline, Mass., April 28, 1960. 
Dear Franx: I have your request for an analysis of our payroll figures as they 

will appear if the minimum wage law goes into effect for us. 

As you may know, I sent information on our figures and the effects of the 
proposed law to Senator Kennedy when he requested them. 
I told him that we had closed theaters in Attleboro, Brookline, Quincy, and 

Rockland since 1951. 

We will be forced to close two or three more of our present nine theaters 
if this law is passed to include our industry. 

The figures are cold, startling, and irrefutable and we can surely expect the 
worst if the law passes in its present form. 

Kindest personal regards. 

Sincerely, 

B & O THeEaters, JOHN MAHONEY, Controller. 


Lockwoop & GORDON ENTERPRISES, INC., 
Boston, Mass., April 28, 1960. 

DeaR FRANK: I know you are doing your best to get theaters exempted from 
the proposed Federal minimum wage legislation, and I sincerely appreciate your 
efforts. However. I do want to tell you that we have just received the 1959 
operating reports on our theaters from our accountants. These graphically 
point up a continuance of the condition we have been suffering from for many 
years, in our small town theaters, viz: the problem of keeping them open where 
they operate on the borderline, or in red ink. 

We have been hoping for an upturn in attendance, which has not yet material- 
ized in this area. I would like you to convey to the members of the Senate 
and House committees which will report on this legislation that if a minimum 
wage bill is passed which does not exclude theaters, the added cost will result 
in the closing of several of our houses. 

Sincerely yours, 
ARTHUR H. Lock woop. 


AMERICAN THEATERS CorP., 
Boston, Mass., April 28, 1960. 

Deak FRANK: With further reference to the hearings that are coming up on 
May 3 relative to the Fair Wage and Standards Act, I hope you can impress upon 
the committee how essential it is to maintain the theater exemption status so 
that there will be no increase in the minimum wage that we have to pay to some 
of our employees. 

There is no question that if this exemption status is not maintained that we 
will have to cut our theater staff perceptibly and in some cases it will force 
us to close theaters. As you know, the economic level of some of our theaters 
is very thin and any further increase in cost would make them very unprofitable 
to operate and it would be more practical for us to close these theaters than try 
to operate them. I hope that these steps will not be necessary. 

Best wishes. 

Very truly yours, 
E. S. CANTER. 


Mr. Lypon. May I summarize my whole statement and appeal to 
the committee by saying that if the legislature grants more money but 
to fewer people, you are going one step forward and two steps back- 
ward, because more money to fewer people is in the final analysis more 
unemployment. I think right now we have all of that that we can 
stand. That is a personal opinion, but I think it is not uncommon. 

I will close by thanking you for your patience, your interest, your 
attention. I sincerely hope that you will give due and favorable 
consideration to our petition for an amendment which will exempt 
theaters. 
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Thank you. 

Mr. Lanprum. We thank you gentlemen. You have presented a 
very detailed and interesting and, I am sure, challenging set of state- 
ments to the members of the committee. I am certain from the past 
activities of the committee members that all of these statements are 
going to be given serious and thoughtful consideration when we get in- 
to our executive session. 

Mr. Dent. Mr. Chairman, I would like to make an observation, 
concerning one statement he has made. He said he opened up a the- 
ater in 1908, a long time ago. That was the year I was born. It is 
a long time. 

Mr. Lanprum. Now we recognize Mr. Roosevelt to question. 

Mr. Roosrvett. May I say, Mr. Chairman, I quite agree with you 
that these gentlemen have made an excellent presentation. I would 
add, and I think perhaps I can speak for Mr. Hiestand as we'l as 
myself, the fact that there are no California exhibitors here to present 
their case—— 

Mr. Higsranp. Will the gentleman yield there? 

Mr. Roosevect. If I could finish it for a minute, I want to say that 
I have had many, an innumerable number of letters from various in- 
dividuals. They will be submitted with your permission, Mr. Chair- 
man, for the benefit of the committee. I think it would be fair to 
say this is not an eastern problem, but a national problem straight 
across the board. 

I yield to my colleague. 

Mr. Hrestanp. I was going to observe in behalf of Mr. Roosevelt 
and myself that we feel a little remiss that all of the other Members 
introduced their constituents from their State, but we can speak for the 
Nation. It happens that the Motion Pictures Association is in Cali- 
fornia and the Motion Pictures Producers Association is vitally af- 
fected by this thing. The fact of the matter, that there are two major 
studios in the district I represent understates it, because there are 
many thousands of employees of major studios that live in that dis- 
trict. We do welcome you all to the committee hearing. I am sure 
Mr. Roosevelt will join me in that one. 

Mr. Roosrveir. I most certainly will. I am very much in the same 
situation. I have MGM and one or two other studios in my district. 
I join completely in what Mr. Hiestand has said. I have no particu- 
lar questions, except I do have one comment. 

I think, gentlemen, from my own personal point of view that in Mr. 
Sarra’s excellent statement where he has pointed out that a large per- 
centage of the remaining 30 percent includes managers, skilled techni- 
clans, cashiers, doormen, matrons and police already receiving wages 
above those proposed in this measure, that I would hope that all of 
those would ie in that category in the near future. I think the case 
would be stronger if you could finally come to the committee and say 
everybody who is on the full-time job is already above the minimum 
and we could eliminate the other factors which have been so well 
brought out. 

Mr. Sarra. I think Mr. Manos touched on a point that is most im- 
portant. In theaters there are really two permanent employees rela- 
tively. The people up in the booth and the management. When you 
get to the other, it is true in a big theater the cashiers get well above 
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the minimum, but in the other small theaters and the theaters that 
operate on what we call the matinee time, is only on the weekend, ob- 
viously you don’t attract people permanently. 

Virtually, as Mr. Manos so well broke the situation down, you have 
really two permanent employees in most of your theaters. I am re- 
yy fs across the Nation, Main Street. Your manager, your man 
in the booth. The cashier may or may not be. The rest of them are 
people where the turnover is great. The candy attendants are gen- 
erally high school people. Your cleaners turn over very fast, too. A 
lot of people use the janitorial contracting, because obviously a man- 
ager cannot come down and supervise the cleaning of his theater at 
che erie in the morning, because he has to be there until 12 o’clock at 
night. 

Mr. Roosrvetr. Thank you very much for your help. 

Mr. Hrestanp. Mr. ~ a ra think the ccltuinniliid feature of all 
of this testimony is the fact that you gentlemen and the people you 
represent are furnishing employment to a vast number of what we 
might call marginal people, people who are ineligible for other em- 
ployment. I think that is a very vital point and should be empha- 
sized and reemphasized. Now the fact that you are furnishing em- 
ployment, it is profitable employment, it is useful employment, and 
yet it cannot be furnished by anybody else than those groups. 

May I ask, Mr. Chairman, this amount that you are paying to the 
pensioners, how much do you suppose that averages per month ? 

Mr. Sarra. Frankly, not having the benefit of the full study, I 
would say, just thinking of the theaters—and I am referring now to 
those in Florida and that might possibly run a little higher percent- 
agewise, because in our State we have quite a number of retired peo- 
ple and pensioners who we use as doormen; but for instance I would 
say in every theater that. we operate we would have, virtually at every 
theater two doormen. Those doormen on the average would be re- 
ceiving around 85 cents an hour. But of course in many cases we will 
have three, because they are very conscious of the fact that they do 
not want to receive above the amount of money that would take them 
out of the social security. That is one of the problems we have. 
That is the one I am most acquainted with in Florida. 

Now from the overall here, I would have to make a pure guess. I 
would rather have Mr. Charley McCarty, who compiled the statis- 
tics 

Mr. Roosevetr. In general, do any of them receive over $100 a 
month ¢ 

Mr. Manos. Yes. 

Mr. Rooseverr. Any others who receive for their earnings over $100 
a month ? 

Mr. Dent. Would it be best to distinguish between pensioners and 
social security recipients ? 

Mr. Hiestanp. Social security recipients. 

Mr. Manos. One. 

Mr. Hrestranp. Any other? 

I think it is of interest. Then I also suggest that you might care 
to comment on the testimony of a previous witness who cited Mr. 
Meany’s statement that “If an enterprise cannot survive except by 
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paying wages of 75 cents or a dollar an hour, I am perfectly willing 
for them to go out of business.” 

Do you subscribe to that ? 

Mr. Manvet. Absolutely not. 

Mr. Sarra. Our group did not make the statement. It was made 
by a witness prior to us. 

Mr. Hresranp. The point is that we have some marginal industries 
here that are furnishing a lot of employment. I think we have a case 
to defend them. But if we were to abide by the top of the AFL-CIO 
opinion, we certainly could not do anything. 

Mr. Denr. In fairness to Mr. Meany, I am not speaking for him, 
I do not intend to, but. I do believe that at the time he made that 
statement he was discussing the production industry, particularly in 
the textile and the garments. He was not talking about these service 
industries, because he recognized that in the previous actions of the 
Congress and the AFL-CIO went on record as opposed to having 
these particular industries included under the terms of the former 
bill. i think it is fair that we ought to explain it. There are two 
different phases here, there is production and services, and so on. 

Mr. Hiestanp. He neglected to differentiate, himself. 

Mr. Dent. I always like to help out the fellow who is not around. 

Mr. Puctnsxi. I would just like to say this, Mr. Chairman. I be- 
lieve these men have made a very profound contribution to this com- 
mittee today. I am not sure I agree with all the things that were 
said today, but I do think they focus attention on the real inherent 
problems of an industry that probably has more problems today in 
trying to stay alive than any other industry in this country. Since 
we have had no evidence before this committee that would contradict 
the statements that they have made regarding their particular indus- 
try, I think our committee ought to give some very serious considera- 
tion to this testimony and see whether we cannot work out some sort 
of a relief for them. 

I am very much disturbed over the number of vacant theaters that 
I have in my district and all over the country. We need this industry. 
This is a great industry in America. I am sure that your testimony 
will certainly find a sympathetic ear here. I want to congratulate you 
for the manner in which you presented your case. 

Mr. Kennedy, in particular, who is my constituent, I commend you 
particularly for your statement before the committee. 

Mr. Lanprum. Thank you, gentlemen. 

(Whereupon, at 1 p.m. the committee recessed until 10 a.m. Thurs- 
day, May 5, in room 219 Old House Office Building. ) 
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THURSDAY, MAY 5, 1960 


Hovsk or REPRESENTATIVES, 
SUBCOMMITTEE ON LABOR STANDARDS, 
OF THE COMMITTEE ON EDUCATION AND LABOR, 
Washington, D.C. 


The subcommittee met, pursuant to recess, at 10 a.m., in room 219, 
Old House Office Building, Hon. Phil M. Landrum, chairman of the 
subcommittee, presiding. 

Present: Representatives Landrum, Roosevelt, Dent, Pucinski, and 
Heistand. 

Also present : L. K. Alderman, Jr., chief clerk, Russell C. Derrickson, 
chief investigator, Charles M. Ryan, general counsel, and W. Wilson 
Young, subcommittee counsel. 

Mr. Lanprum. The committee will come to order. 

We have this morning, as I understand it, the Transportation Asso- 
ciation of America, represented by Mr. Seyfarth, the National Asso- 
ciation of Motor Bus Operators, represented by Mr. Walsh, and the 
American Transit Association, represented by Mr. George Anderson 
and Mr. Malmer. You gentlemen probably have a different approach 
to the same general or common problem. If you could all come around 
the table and identify yourself to the reporter, and have a spokesman 
for the group, your full statements will go in the record. 


STATEMENT OF HENRY E. SEYFARTH, DIRECTOR, TRANSPORTA- 
TION ASSOCIATION OF AMERICA 


Mr. Seyrarrn. Mr. Chairman, I am Henry E. Seyfarth. 

Mr. Lanprum. I might say, gentlemen, if we could get a statement 
from the three separate groups we have here in the record, and then 
after each one of you have made your statement, we will question you. 

Mr. Casey. I am also in the transportation field. I just want to let 
you know we were here. This is the American merchant marine 
group. 

Mr. Lanprum. You are scheduled in the next hour. 

Mr. SeyrartH. My name is Henry E. Sayfarth, and I am a partner 
in the law firm of Seyfarth, Shaw, Fairweather & Geraldson, of 
Chicago. I am appearing as a witness today on behalf of the Trans- 
portation Association of America as a member of its board of direc- 
tors, with general offices located in Washington, D.C. 

This statement pertains to those provisions of H.R. 4488, and a 
number of similar bills relating to minimum wage and overtime pay 
for certain segments of the transportation industry. These bills con- 
template the termination of the present exemption provisions in the 
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Fair Labor Standards Act which would have the effect of subjecting: 
certain carriers of persons and property, for the first time, to mini-. 
mum wages and overtime compensation requirements for work over: 
40 hours per week. 


DESCRIPTION OF TAA AND ITS ACTIVITIES 


For the information of this subcommittee, the Transportation As-. 
sociation of America, which was organized in 1935, is a nonprofit re- 
search and educational institution, devoting its efforts to the develop- 
ment and implementation of sound national policies aimed at the- 
creation of the strongest possible transportation system under private: 
ownership. It is an organization of transportation and general busi- 
ness interests of all kinds, including shippers, and other: users, in- 
vestors, and air, water, highway, rail, pipeline, and freight forwarder: 
carriers. Its membership also includes individuals such as educa- 
tors, transportation consultants, lawyers, and other professional men. 
As such, it does not engage in the promotion of one form of trans- 
rortation against another, but seeks to represent what is best in the: 

road public interest. 

I outline the procedure to show that a TAA policy is established’ 
only after a thorough examination of all the facts and after every 
segment of its membership has had the fullest opportunity to make 
its views known. 

In establishing basic policies to guide our overall efforts to 
strengthen the Nation’s transportation system, we have set up a care- 
ful procedure to assure fair and thorough consideration of pending 
subjects before final positions are taken. The procedure is briefly as 
follows: Issues are initially considered by eight special, permanent 
advisory panels of recognized leaders from all part of the country 
whe represent users, investors, air, freight forwarder, highway, pipe- 
line, rail, and water carriers. 

Recommendations of these panels are then considered by a co- 
ordinating committee, made up of panel chairmen and representatives, 
which seek to reconcile differences. The final views of the panels are 
reviewed by a noncarrier policy committee of the board, which makes: 
its own recommendations to the board of directors. Individual mem- 
bers of TAA also have an opportunity to submit their views on such 
matters to the board. The board of directors, which represents a 
balanced cross section of our general economic system, consisting of 
approximately 100 members from industry, finance, and agriculture,, 
as well as transportation, then takes final action. 


PROPOSED AMENDMENTS TO THE PRESENT LAW 


The Fair Labor Standards Act of 1938, as amended, sets minimum 
wages, overtime, and child labor standards which in general apply to 
employees engaged in interstate commerce or in the production of 
goods transported in interstate commerce. Certain modes of trans- 
portation have been exempted from the minimum wage and overtime 
pay provisions of this Federal statute from its very inception. 

Shown below is a listing of the categories of employees of TAA 
members presently exempt from the overtime pay requirements who: 








fc 


m 
Pp! 
ol 


se 


st 


‘th 
aC 








> 


oc a ey 





MINIMUM WAGE-HOUR LEGISLATION 887 


~would no longer be exempt if H.R. 4488 were enacted in its present 


form: 

1. Employees with respect to which the Interstate Commerce Com- 
mission may establish qualifications and maximum hours of service 
pursuant to section 204 of the Motor Carrier Act of 1935, consisting 
of certain employees in the motor carrier industry ; 

2. Seamen employed on American vessels operated by both the deep 
sea and domestic inland water carrier industries; and 

3. Employees of oil-pipeline carriers subject to part I of the Inter- 
state Commerce Act. 

In addition, if H.R. 4488 were enacted, the above described seamen 
would no longer be exempt from the minimum-wage provisions of 
the Fair Labor Standards Act. Arguments in opposition to this 


-action will be presented by another witness. 


TAA’s position on the proposed legislation. 

In May and June of 1959, considerable testimony was offered in 
hearings before the Subcommittee on Labor of the Senate Committee 
on Labor and Public Welfare in respect to a series of Senate bills 
proposing various Fair Labor Standards Act amendments. One of 
these bills, S. 1046, covers the same subject matter as H.R. 4488 now 
under consideration by this subcommittee. 

S. 1046, in its original form, proposed to eliminate the overtime 
pay and minimum-wage exemptions for the above employees which 
would also be removed under H.R. 4488. When S. 1046 was reported 
out by the Senate Subcommittee on Labor on July 10, 1959, the over- 
time exemption for seamen was reinstated. The Senate bill still pro- 
posed to subject (1) the motor carrier and oil pipelines to the overtime 
provisions and the water-carrier industry to the minimum-wage cov- 


erage for seamen. 


Beginning early in 1959, this legislative area received careful study 
by the eight permanent panels of TAA with principal attention being 
directed to overtime pay. The user, investor, freight forwarder, 
highway, pipeline, at an and water-carrier panels all concurred 
in the recommendation that the historic exemption from overtime 
compensation and minimum-wage requirements be maintained insofar 
as the transportation industry is affected. The air-transport panel 
considered and did not oppose the action urged by the other panels. 

After reviewing these recommendations, TA A’s board of directors, 
at its January 1960 meeting, adopted the following formal position : 

There should be no change in the present exemption provisions of the Fair 
Labor Standards Act applicable in the transportation of persons or property. 

In other words, TAA favors maintaining the status quo respecting 
the governmental regulation of minimum wages and maximum hours 
of the transportation industry. 

Chairman Landrum of this subcommittee was advised of TAA’s 
position by letter dated February 25, 1960, which has become a part 
of your record. In this letter was attached a summary of the 1957 
average annual earnings of all industries including transportation. 
Accordingly, such data has not been incorporated into this statement. 

Mr. Lanprum. Is there objection to the letter being made a part of 
the record ? 

Hearing none, it is so ordered. 
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(The letter referred to follows :) 


TRANSPORTATION ASSOCIATION OF AMERICA, 
Washington, D.C., February 25, 1969. 





Hon. Pain M. LANDRUM, 
Chairman, House Subcommittee on Labor Standards, 
House Office Building, Washington, D.C. 

Dear CHAIRMAN LANDRUM: On behalf of the board of directors of the Trans- 
portation Association of America, I should like to express its opposition to 
any change in the present exemption provisions of the Fair Labor Standards Act 
applicable in the transportation of persons or property. Several changes af- 
fecting these exemptions are included in H.R. 4488 and a number of similar bills 
relating to minimum-wage and overtime-pay provisions of this act. 

At present, seamen and employees of local passenger carriers are exempt 
from both the minimum-wage and overtime provisions of the act. Exempted 
from the overtime provisions only are employees of carriers subject to part I 
of the Interstate Commerce Act (railroads, sleeping car, and express com- 
panies, and oil pipelines), employees of air carriers subject to provisions of 
the Railway Labor Act, and employees of interstate motor carriers whose hours 
of service are subject to regulation under part II of the Interstate Commerce 
Act. 

H.R. 4488 would remove the present exemption for seamen working on Amer- 
ican vessels and employees of local passenger carriers. They would also re- 
move the present exemptions from overtime provisions of employees of oil pipe- 
lines, interstate busdrivers and mechanics, and interstate truckdrivers, load- 
ers, helpers, and mechanics. 

The proposed changes in the exemptions of the above transport employees 
from the overtime provisions are particularly objectionable. It would be vir- 
tually impossible to extend the overtime principle to such employees without 
drastic revisions in current labor contracts, major ones of which have only 
recently been agreed upon—after considerable strife. 

An analysis of comparative conditions among employees by industry groups, 
such as the one attached covering comparative annual earnings of full-time 
employees, shows clearly that those working in the different fields of trans- 
portation are receiving wages among the highest groups. These transport 
employees, of course, are represented by very strong unions, which have more 
than protected their members’ interests as to both wages and working condi- 
tions. Therefore, the TAA board urges that your subcommittee, if it decides 
to act on such legislation, continue the present exemptions in the Fair Labor 
Standards Act that apply to transportation companies. 

TAA, for the record, is a research and educational institution that devotes 
its efforts to the development and implementation of sound national policies 
aimed at the creation of the strongest possible transportation system under 
private ownership. It is an organization of users, investors, and carriers of 
all modes, all of whom work together toward this end. 

This particular legislation has received careful study by the eight permanent 
advisory panels, or committees, of the association. The following panels rec- 
ommended to the TAA board that there be no change in transport exemptions 
in the present law: user, investor, freight forwarder, highway, pipeline, rail- 
road, and water carrier. The Air Transport Panel did not oppose this recom- 
mendation of the other panels. 

The TAA board, after reviewing these recommendations, voted at its Jan- 
uary 1960, meeting, to oppose changes in present transportation exemptions in 

the Fair Labor Standards Act, as cited above. 

We request that this letter be made a part of the official transcript of the 
hearings on H.R. 4488 and similar bills. 

Sincerely, 
HAROLD F. HAMMOND, 
Executive Vice President. 


Average annual earnings per full-time employee by industry, 1957 
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Average annual earnings per full-time employee by industry, 1957—Continued 











Engineering and other professional services *_..._._.._.-_.-___-_-.--___- $6. O89 
ip ‘CrelmpereatioR ll GOs Os eee ee 5, 752: 
Automobile and auto equipment manufacturing__________-_____._------- 5, 702 
Primary, metal, InGesixietiek acco occ Sa ee wd ed ome be~ a bisa 5, 683 
Transport equipment manufacturing, except auto____.____-____-__-------~ 5, 635 
Chemicals and allied products___.---.._.-._-------_----------------e 5, 579 
pe ERE RS NB Sa beet OE SE ee ee a ae 5, 459° 
Crude petroleum and natural gas____--__-_______--_--_-------------- 5, 425 
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Highway freight transportation and warehousing._.._.._.__-__.---------- 5, 261 
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Paper and allied products...........-..--.-------------------------- 4, 963 
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Insurance agents and combination offices.__.._._...__.__.__-_---------------- 4, 850 
Services allied to transportation__._.__..____-_____---------------------- 4, 817 
Federal Government enterprises_....._.._...------------------------- 4, 758. 
Nonmetallic mining and quarrying.......--_------------------------- 4, 733 
Stone, clay; and Slaes Products. antec on sein ne eee onsen sentes 4, 719 
LOCel TEIWAIE BOA DUNE kak ncin pdisiiin ccd equncnacnedannseaiuntnge 4, 545 
Miscellaneous repair services and hand trades____-------------------- 4, 509 
Food and kindred products._......._-------------------------------- 4, 369 
IOmOO . CRETIOIG io hack Selswewcwwale cididnptidaiss acenbudasaddene 4, 368 
Telephone, telegraph, and related services _... 4,348 
Bi VIE Nae | albicans iAP he Eee MELANIE, GRIPE POITE 4, 345 
State and local government enterprises__.__.__.__-__-_------------------ 4, 310 
Bans a se od ee ht Ls ene eee 4, 245 
Miscellaneous metal manufacturing___--.---------------------------- 4, 245 
Miscellaneous manufacturing_.........------~.-------.----~-----=--- 4, 145 
Commercial and trade schools and employment agencies_...----------- 4,114 
Public education, State and local__.__._..__-_--_----------------------- 4, 079 
Motion ‘phetwte@l. 260 igo 5o SSOsT_ es Se oe 4, 075 
Furniture ‘and. Mixtures. nis oid Sieg hn en i Se eee 4, 053 
Amusement and recreation, except motion pictures....-.-------------- 8, 954 
Nonschool work, State and local government___----------------------- 8, 821 
ce go UREN RO ESB he 2 nS tl A Bh RE ci BAER 2d allies Bath 3, 787 
Local utilities and publie services *_._.._--_.------------------------- 3, 760 
Nonprofit membership organizations *_.....-------------------------- 3, 606 
Local highway transportation... < .n.nceeh ees eee nen enasceawnceastn 8, 561 
Retail trade and auto services___.__..._----___------------------------ 8, 477 
Fotlerar ‘Gouverneient. iilteaty oc ee i ee nn neeenee 3, 459 
Agricultural services, forestry and fisheries__..._....----------------- 3, 424 
Lumber and wood products, except furniture___.._..------------------ 8, 415 
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Textile, Mill DOU ~ cence eomsseqennsidecensodensnepoednesionemmnet 3, 350 
Leather and leather prodecte_............. 2.5... en encne eee 3, 358 
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Beal estetesl wdc J aco ml il all tol ee tsi Lethe eicbaliclces 3, 239 
Apparel and other finished fabric products__..---..------------------ 8, 101 
Ta ee a iacele can epiebeniiel 2, 984 
Hatels and other lodging places... ............. 2. 20 - nnn neesgnne= 2, 696 
Medical and other health services_......_---------------------------- 2, 597 
Private household services_......_----------------------------------- 2, 050 
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1Not elsewhere classified. 
Source: “U.S. Income and Output,” U.S. Department of Commerce, November 1958, 
Pp. 213. 
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Mr. Snyrarru. Removing the overtime pay exemption would be 

inst public interest. 

TAA would like to express its strong opposition to the enactment 
of H.R. 4488, particularly insofar as the overtime pay provisions are 
concerned. The bill would remove this longstanding exemption in 
the wage and hour law for (1) the interstate truckdrivers, drivers’ 
helpers, loaders, and mechanics, (2) the interstate bus drivers, (3) 
the seamen employed by deep water maritime carriers, (4) the sea- 
men employed by inland shallow draft water carriers, and (5) the 
employees of oil pipelines. There are many significant reasons sup- 
porting this position which I would like to present. 


INDUSTRYWIDE REASONS AGAINST THE BILL 


I would first like to mention some matters of concern to TAA ap- 
plicable to the transportation industry as a whole. 

Mainly through collective bargaining, the carriers affected have 
equated the exemption in various degrees and by various methods 
through the granting of additional wage and other employee bene- 
fits. On balance, the seeming inequity created by exempting the em- 

loyees of certain carriers has been eliminated by increasing and en- 
arging the employment benefits of such employees. These benefits, 
derived in most all instances through the collective bargaining process 
are included in the terms of existing labor contracts. Should the ex- 
emptions be removed, conditions in the affected industries would be- 
come chaotic. Employee relations would be unstabilized. 

If H.R. 4488 is now enacted, this also would not only impose higher 
costs upon costs already incurred for alternative benefits but would 
mean additional administrative and bookkeeping expenses for the 
affected carriers. 

Such cost increases would undoubtedly fan the flame of inflation- 
ary pressures, which is contrary to present TAA policy. The chain 
reaction set off by the enactment of H.R. 4488 would also, in our 
opinion, lead to drastic revisions in working schedules and conditions 
which would disrupt the smooth operations of carrier facilities and 
lead to labor uncertainly and unrest. Collective bargaining relation- 
ships and agreements, which have been carefully nurtured and de- 
signed to cope with problems perculiar to the exempt transportation 
industries, would be seriously jeopardized. 

Certainly, where collective bargaining has attained for employ- 
ees in the affected industries fair conditions of employment consonant 
with the hours which must be worked and the competitive conditions 
which must be met, there would appear to be no logical basis for im- 
posing on the parties to the collective bargaining process additional 
regulation which would be disruptive of the agreements which 
they have reached. 

Mr. Charles M. Hay, attorney for the Railway Labor Executives 
Association (representing all 21 standard railway labor organiza- 
tions except railway trainmen) recognized that collective bargaining 
has equated the exemptions when testifying at the joint hearings in 
1937 prior to the passage of the original act in 1938. Mr. Hay stated, 
in part: 

* * * our fundamental American doctrine is, as all of us, of course, know, 
that individuals should be interfered with and restrained only so far as is neces- 
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sary to accord to others equal rights and to protect others against wrong. It 
is certainly sound from the standpoint of government in this—that government 
should not be called upon to assume any greater burdens, administrative or 
otherwise, than are absolutely necessary to accomplish the greatest measure of 
economic and social justice. * * * 

I emphasize what I have just said with respect to the desirability, if possible, 
of eliminating from the operation of this bill those industries in which collec- 
tive bargaining has created or enabled the employees and management to 
create tolerable. reasonable, and fair conditions, because I think that they 
would conduce to the ultimate success of the law as enacted through the passage 
of this bill. The simpler you can make the task, the smaller or the lighter 
the burden to be imposed upon Government and the better it will be. (Joint 
hearings before the Committee on Education and Labor, U.S. Senate and the 
Committee on Labor, House of Representatives, 75th Cong., 1st sess., on S. 2475 
and H.R. 7200, pp. 1138, 1139.) 


The extent to which collective bargaining in industries exempt 
from the Fair Labor Standards Act has endowed employees with 
substantial economic and social gains was emphasized by Mr. Abra- 
ham Weiss, research director of the International Brotherhood of 
Teamsters, testifying in May of 1959 on S. 1046. Mr. Weiss stated, 
in part: 

The union (the Teamsters) has, to a considerable extent, prompted fair 
industry practices and rules which no other instrumentality in the field has 
been able to accomplish. 

Through our area agreements, we are increasingly stabilizing the industry 
insofar as wage rates and working conditions are concerned, and eliminating 
or reducing wide wage-and-hour differentials. * * * 

Taken as a whole, the Teamster wages and conditions are second to none. 

Emphasizing the consequences of removing the exemption for the 
trucking industry, Mr. Weiss stated that hourly rated drivers under 
Teamsters bargaining agreements averaged $2.53 an hour, or $151.80 
a week, at that time. (On July 1, 1959, the average hourly rates for 
drivers was $2.56 (B.L.S., 9 DLR B-13, Jan. 14, 1960).) To retain 
the same take-home pay, if the exemption was removed, would re- 
quire, according to his estimate, an increase in the hourly rate of 
$1.265 and a concomitant increase in mileage rates where they applied. 
This, he stated, would lead to higher shipping costs and in the final 
analysis to higher prices since there would be fewer commodities 
cen would be hauled by truck. He summarized his position as fol- 
ows: 


By changing the present hours and overtime practices. wages of our members 
would be cut. This would unstabilize the industry and lead to industrial strife. 

Mr. Ralph E. Casey, president of the American Maritime Institute, 
Inc., testifying on S. 1046 in May of 1959 (he will also testify later at 
this hearing), also digas the severe economic impact of the 
proposed removal of the exemption for seamen on deepwater car- 
riers, indicating that having to pay the seamen overtime rates after 
40 hours would increase their earnings about 17 percent. He then 
stated : 


Such an increase cannot be justified from the standpoint of the object sought 
to be accomplished by this proposal and certainly not from the standpoint of 
the economics of the industry. 

These matters will be gone into extensively by succeeding witnesses 
eminently qualified to discuss the situation in the industries with 
which they are associated. I only mention them here to emphasize 
that collective bargaining in industries which have been exempted 
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from the provisions of the act has accommodated itself to the peculiar 
conditions of these industries. Wages, for example, have been ad- 
justed to compensate for the lack of statutory overtime. To im 
upon this existing carefully wrought framework regulations alien to 
the conditions under which these agreements have been worked out 
would undoubtedly create extensive economic chaos. 

It should also be pointed out that the rail and air carriers have 
been exempted from F.L.S.A. overtime requirement over these many 
years since the enactment of such legislation. At that time the Con- 
gress recognized the sound reasons supporting such exemption which 
apply with equal vigor today to the other modes of transportation 
affected by H.R. 4488. Such modes deserve the same treatment ac- 
corded the rail and air carriers, particularly since they are highly 
competitive in many areas. 

Also, the termination of the present exemption will superimpose 
additional Government regulation on these carriers. The motor car- 
riers and the oil pipelines are all carefully regulated by the Interstate 
Commerce Commission. Moreover, the regulation of the hours and 
wages of seamen is largely governed by the Maritime Administration 
and the U.S. Coast Guard. Also, the manning requirements of Great 
Lake vessels, the maximum workday for the crew, and its division into 
at least three substantially equal watches, are controlled by Federal 
statute and supplemented by administrative regulations. 

If H.R. 4488 were enacted, additional Federal regulation would be 
imposed on these carriers under the direction of the Administrator of 
the Wage and Hour Division of the Department of Labor and in- 
volving an entirely different set of rules, regulations, and objectives. 
This would undoubtedly result in inevitable conflict, confusion, and 
onerous regulation. 

TAA has always urged a minimum of Federal regulation of the 
national transportation industry commensurate with sound and 
economically healthy conditions and efficient and satisfactory services. 
TAA is particularly opposed to increasing Federal regulation where, 
as here, the benefits may be deemed to be insubstantial. Having 
stated industrywide reasons supporting the status quo, I would now 
like to summarize briefly the special considerations among the various 
segments of the transportation industry which warrant this position. 
In some instances, they will be supplemented in greater detail by the 
testimony of witnesses also sipadaled to be heard by this subcom- 
mittee. 





INTERSTATE TRUCKING INDUSTRY 


The present exemption from the overtime-pay provisions of the 
Fair Labor Standards Act applies to those trucking industry em- 
ployees whose work directly affects the safety of operating motor 
vehicles on the public highways in interstate or foreign commerce 
within the meaning of the Motor Carrier Act. Four employee classi- 
fications are involved: i.e., drivers, drivers’ helpers, loaders, and 
mechanics. 

Aside from the general considerations already discussed, the five 
principal reasons I shall now mention strongly justify the retention 
of the status quo in the law which has existed for 22 years. 
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1. The present exemption does not impair the fundamental objec- 
tives of the Fair Labor Standards Act. This 1938 statute was 
originally enacted to eliminate— 
labor conditions detrimental to the maintenance of the minimum standard of 
living necessary for health, efficiency, and general well-being of workers— 
as stated in the Congressional declaration of policy. The trucking 
employees now exempted from the Fair Labor Standards Act enjoy a 
high standard of living and do not experience the detrimental wage- 
and-hour conditions of concern to the Congress more than 20 years 
ago. 

“2. The essential need for flexible operating conditions in the motor 
carrier industry simply will not permit a standardized workweek. 
Because of the round-the-clock operation in this vital industry, by 
reasons of after-hours loading, 24-hour hauling, seasonal fluctuations 
of traffic, and the unpredictable call for icminiedtitte capacity to serve 
military and commercial needs, the effectiveness of this industry would 
be severely curtailed if a standardized workweek were made 
mandatory. 

3. The termination of the overtime-pay exemption would disrupt 
a complicated wage structure, which has been established over the 
years in this industry by the collective-bargaining process. 

4. The enactment of H.R. 4488 could well result in a serious vents a 
tion of labor-management relations. This industry is already highly 
unionized. Neither management nor labor would desire to renego- 
tiate anew the longstanding working agreements which today provide 
many employee benefits in lieu of overtime pay. Indeed, it is under- 
stood that no labor union in the trucking industry urges removal of 
the 22-year exemption. The witness for the International Brother- 
hood of Teamsters, who testified in May 1959 on S. 1046, asserted the 
opposition of the Teamsters to the amendment which would “eliminate 
the present overtime exemptions for employees in the trucking indus- 
try.” (P. 561 of hearings.) 

5. Removal of the exemption would not benefit carrier manage- 
ment, any member of the using public, nor the long-term interests of 
the limited worker groups. The trucking companies might face the 
loss of business to competing modes of transportation now exempt 
from the Fair Labor Standards Act. The shipping public might 
faced with higher rates and charges resulting from the removal of 
the exemption. 


INTERCITY BUS TRANSPORTATION INDUSTRY 


The present wage and hour exemption on overtime pay would also 
affect. some 16,000 drivers employed by the class I over-the-road bus 
carriers. This is because, like the trucking employees just discussed 
such drivers perform duties affecting the safety of bus operations and 
their hours of service are also subject to ICC regulation. 

Several important reasons strongly support the continuation of the 
1938 enacted exemption covering these employees, including those 
which I shall now summarize. 

1. The inherent nature of the intercity bus industry, by reason of 
its scheduling and charter operations, simply does not lend itself to 
a 40-hour week. 








894 MINIMUM WAGE-HOUR LEGISLATION 

2. The imposition of the penalty overtime payments would not 
spread employment in this industry nor is it necessary because no 
substandard earnings exist in the industry. This is because (a) the 
highly seasonal needs for driver employment would not be affected by 
overtime, and (0) the average annual earnings of such employees are 
about $6,000 for an average week of about 40 hours and, in some cases, 
are in excess of $10,000. 

3. Collective bargaining processes have already developed a highly 
specialized and complex structure of wages and working conditions 
which recognize the peculiar operating conditions of this industry, 


INTERSTATE OIL PIPELINE INDUSTRY 


In the case of the oil pipelines there are substantial reasons why the 
exemption of this industry should be continued and there are no good 
reasons why the exemption should be removed. <A continuance of 
this exemption would in no sense do violence to the fundamental 
theory of the Fair Labor Standards Act. To continue the exemption 
would maintain the sound reasoning behind its inception and its 
continuance over the 22 years of life of the Fair Labor Standards 
Act itself. In addition to the considerations discussed as applying to 
all carriers, the following principal reasons apply specifically to the 
oil pipeline industry : 

1. The oil pipeline industry is a 7-day-week, 24-hour-day opera- 
tion, transporting petroleum liquids over long distances. To safe- 
guard the public and to maintain continuous transportation service, 
more flexibility is needed in the scheduling of employees’ activities 
than would be provided by the less flexible standardized workweek. 
To impose such rigid standardization on this industry could result 
in hampering of operations and additional cost for services per- 
formed. Since there has been no showing of any abuse or any in- 
equity to oil pipeline employees, there appears to be no reason to 


disturb an existing relationship that is working well for employer, 


employees, and the general public. 

2. The oil pipeline industry is for the most part unionized. During 
the period o the 22-year exemption, the industry and the collective- 
bargaining agents have developed a specialized and complex structure 
of wages, fringe benefits, and other working conditions which adapt 
themselves to the special needs of the industry’s operations. To with- 
draw the exemption at this time would upset the existing labor rela- 
tions pattern and would require material change in working agree- 
ments which today provide employee benefits as good or better than 
employee benefits received in industries covered by the act. 

3. The employees of the oil pipeline industry would not be benefited 
by the provisions of the proposed law in the matter of wages. It is 
conceivable that in some instances applications of the Fair Labor 
Standards Act to these employees would result in reductions rather 
than increases of take-home pay. U.S. Department of Commerce 
figures for 1958 show that on the basis of average annual earnings 


for full-time employees, the pipeline industry ranks fifth from the 


top in the list of all industries and well above all other transportation 
groups save that of water carriers. The average annual compensation 
per oil pipeline employee was $6,360. The oil pipeline industry, as # 
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result of collective-bargaining agreements, does pay overtime or pro- 
vides salaries within a pattern that fits the specialized needs of around- 
the-clock operations. 

4. If the 22-year-old exemption should be eliminated as to pipe- 
lines, it would place that industry at a disadvantage with respect to 
competing carriers who retain the exemption. 

5. The additional costs of administration under the added layer 
of Federal supervision plus the costs of reexamination and realining 
of work rules, policies, pay standards, and union contracts are not 
in this instance offset by any substantial benefits to anyone, including 
the public at large. In all probability there would be no long-term 
gain to the employees, which is the first concern of this type of legis- 
lation. 

SHALLOW DRAFT WATER CARRIER INDUSTRY 


Many of the members of TAA’s Water Carrier Panel are engaged 
in this industry which plies the domestic U.S. navigable waterways, 
including rivers, intracoastal canals, bays, sounds, harbors, and the 
Great Lakes. Most of these water carriers are small business entre- 
preneurs, with the industry including common carriers, exempt car- 
riers carrying both dry bulk commodities and liquid commodities, 
contract carriers, and private carriers. 

The conditions obtaining for the seamen employed in this domestic 
water carrier industry also warrant the retention of the overtime and 
minimum wage exemptions here under review. Data will undoubtedly 
be presented to this subcommittee showing that seamen employed 
aboard inland vessels are generally better paid than workers in other 
industries possessing similar skills and experience. 

1. The very nature of this water transportation precludes this 
industry from utilizing a 40-hour workweek program. For instance, 
the officer and crew complement of Great Lakes vessels is determined 
by the U.S. Coast Guard pursuant to statutory mandate covering 
24 hours per day. 

2. The unique conditions of maritime employment are such that 
present regulation of seamen wages, hours, and working conditions is 
as stringent as it was when the Fair Labor Standards Act was enacted. 

3. The enactment of H.R. 4488 would involve a serious financial 
burden on this industry, leading to working conditions changes which 
would undoubtedly disrupt the service of this vital industry to the 
detriment of the commercial and military users. 


DEEPWATER MARITIME INDUSTRY 


This industry conducts worldwide maritime operations with ocean- 
going vessels. As early as the 1937 hearings which led to the enact- 
ment in 1938 of the Fair Labor Standards Act, facts were developed 
which clearly showed that the deepwater shipping industry was 
highly unique. The Congress then recognized that the work rules and 
regulations generally applicable to shoreside employment were not 
adaptable to the working conditions of seamen. Accordingly, the 
latter employees were exempted from the overtime requirements of 
the Fair Labor Standards Act. 
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Statements were offered by several maritime witnesses in 1959 Senate 
subcommittee hearings already mentioned. In essence, they reflected 
an industrywide opposition to the removal of the 22-year-old exemp- 
tion from overtime pay which has served this industry well all these 
many years. The supporting reasons advanced by these witnesses in- 
cluded the following: 

1. The innate nature of the high seas operation is not compatible 
with a 40-hour workweek normally experienced in shoreside industries. 

2. American seamen are the highest paid seamen in the world. 
Their earnings and working conditions also exceed those of similarly 
skilled employees in land-based American industries. 

3. This present status has been reached after a long history of 
strikes, labor disturbances, and extended collective bargaining in an 
industry now almost entirely unionized. These labor-management 
negotiations over the years have resulted not only in high basic wages 
but also in a number of extremely liberal fringe benefits for seamen. 

4. The enactment of H.R. 4488 would lead to increased overtime 
payments not only requiring additional subsidies and taxpayer bur- 
dens but also increasing the present gap between U.S. and foreign 
carrier shipping costs. 

Finally, it is significant that the Senate subcommittee studying this 
identical question was sufficiently impressed with the merits of these 
contentions that it reported out a bill (S. 1046) which reinstated the 
overtime exemption for all seamen. 

May I say in closing that I appreciate the opportunity of being 
permitted to present the views of the Transportation Association of 
America on this important aspect of labor-management relations. 
We fee! that no substantial reasons exist in support of expanded Fair 
Labor Standards Act application to the transportation industry, and 
hope that you will concur in this view. 

hank you very much. 

Mr. Lanprum. Mr. Anderson, I believe, is scheduled to be heard 

next. 


STATEMENT OF GEORGE W. ANDERSON, EXECUTIVE VICE 
PRESIDENT, AMERICAN TRANSIT ASSOCIATION 


Mr. Anverson. Thank you, Mr. Chairman. 

Mr. Lanprum. Will you proceed, please? 

Mr. Anperson. I am George W. Anderson, executive vice presi- 
dent of the American Transit Association, and am appearing before 
your committee to present the transit industry’s position with respect 
to H.R, 4488 and similar proposals. 

The American Transit Association is a voluntary trade association 
comprising in its membership companies transporting passengers by 
rapid transit cars, street cars, motor buses and trolley coaches in 
urban, suburban, and interurban service. 

These member companies handle over 80 percent of all transit 
riders in all parts of the United States. 

At the present time the employees of these companies are exempt 
from the provisions of both sections 6 and 7 of the Fair Labor Stand- 
ards Act of 1938 as amended, relating to maximum hours and mini- 
mum wages, the same as employees of other transportation industries. 
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This exemption is provided by section 13(a)(9), which reads as 
follows: 

Any employee of a street, suburban, or interurban electric railway, or local 
trolley or motor bus carrier, not included in other exemptions contained in this 
section. 

This statement is presented on behalf of many members of the 
American Transit Association, in support of the aforementioned ex- 
emption relating to maximum hours and in opposition to any pro- 
posals which would eliminate that exemption. 

We take this opportunity to confirm the position which has been 
taken since the Fair Labor Standards Act was enacted in 1938 and 
which has been fully recognized up to now by all concerned, including 
Congress. 

The present exemption of local transit employees from the act’s 
maximum hours provision is well founded, is in accordance with 
sound concepts with respect to interstate commerce, is required by the 
pattern of operations in the transit industry, and is based upon an 
established and heretofore recognized need. 

We are, therefore, completely opposed to the removal or alteration 
of this exemption. 

The transit industry has consistently shown, and we now show, that 
the industry has a unique position with respect to wage and hour leg- 
islation, because it is affected by totally different and distinctive 
circumstances, including the following: 

1. The transit industry is composed of approximately 1,300 com- 
panies of widely varying size whose operations are local or confined 
to an area, ef which are practically never competitive with each 
other from either a service or a labor market standpoint. 

2. Local conditions on transit properties vary greatly. 

Union contracts covering more than 75 percent of all employees in 
the industry each reflect different and distinctive local conditions. 

Industrywide bargaining as practiced in the railroad and other 
industries, therefore, cannot be practiced, and is not being practiced, 
in the transit industry. 

3. Transit is a service industry whose opportunities for reducing 
manpower requirements through technological improvements or 
“automation” are extremely limited. 

Since more than 61 percent of its gross revenues are paid out in 
wages, exclusive of the cost of such items as pensions, insurance, so- 
cial security, and unemployment taxes, increases in transit labor costs 
exert a greater influence on total operating costs than in any other 
major industry, except the telegraph industry. 

Transit companies, with very few exceptions, pay wages which are 
equal to, and in most cases much higher than, the present $1 mini- 
mum wage. Therefore, we are not objecting to the proposed elimina- 
tion of that portion of the transit industry’s present exemption 
relating to minimum wages. 

However, the proposed elimination of the present transit exemption 
relating to the maximum hours provisions of the act would have a 
serious adverse effect upon the hundreds of principally small transit 
ets which presently have a basic workweek in excess of 40 
Ours. 
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The elimination of the aforesaid maximum hours workweek is now 
5 days, through increased operating costs which would result particu- 
larly in the case of operating employees. 

In an effort to obtain as much data as possible concerning the effects 
which the proposed elimination of the transit exemption would have 
on our industry, the American Transit Association sent questionnaires 
to approximately 600 companies. It received replies from 389 com- 
panies, most of whose 142,750 employees are unionized and represent 
86.52 percent of the estimated total of 165,000 employees in the in- 
dustry. 

Atiached hereto are five tabulations, numbered 1 to 5, which show 
not only the extent to which the proposed $1.25 minimum wage would 
affect the industry, but also the extent to which both operating and 
nonoperating personnel have a basic 5-day workweek, or a longer 
one. 

Perhaps the most significant fact revealed by these tabulations is 
that 81 percent of the operating personnel and approximately 95 per- 
cent of the nonoperating personnel of the reporting companies now 
have a basic 5-day workweek. 

Since only 22,250 of the estimated total of 165,000 employees in our 
industry are not covered by our survey, it becomes apparent that ap- 
proximately 900 companies not included in our survey are largely 
very small ones having an average of about 25 total employees and 
which, to the best of our knowledge, are generally not unionized. 

Local transit employees are not within that category of workers who 
cannot effectively protect their interests through collective bargaining, 
the protection of whose interest is held by the courts to be the express 
purpose of the act. 

On the contrary, to a greater extent and over a longer period of 
time than the great majority of American workers, transit workers 
have been effectively represented by strong unions, antedating by 
many decades most Federal and State labor legislation. 

Such unions have, by the collective bargaining process, secured and 
maintained the establishment of both above-standard wage levels, and 
a complex system of premium, penalty, and guarantee payments re- 
lated to the peculiar and unique hours of work inherent in local transit 
operations. 

The hours of work of transit employees are controlled by the hours 
during which transit riders travel to and from their own work or 
activities. Most transit employees must, therefore, be on the job one 
and one-half to two hours before most other people go to work, 
and again one and a half to two hours after most other people get off 
from work. 

Conversely, fewer transit employees are needed during the middle 
of the normal working day. This requries many bus drivers to work 
split shifts, performing part of their day’s work during the morning 
rush hours, and the other part during the afternoon rush hours, 

Public transit service must be provided 7 days a week, so that 
many transit employees must work on Saturday and Sunday and take 
off other days of the week. Public transit service must be maintained 
on holidays, so that some transit workers must work on every holiday. 

The workshift of each individual bus driver is governed by the time 
necessary to complete a required number of trips, which necessarily 
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varies with the length of the busline and even varies according to the 
amount of traffic on the streets and roadways traversed by the lines 
during various periods of the day. 

Therefore, practically all bus drivers work either slightly over or 
slightly under 8 hours a day, and only rarely and by pure chance does 
a bus itunes workday come out exactly 8 hours. 

The work hours of transit employees, therefore, cannot arbitrarily 
be changed to conform to a uniform standard or pattern of workshifts, 
as can be done in factory operations, without incurring additional 
costs. 

To compensate for the necessarily different hours and conditions of 
work of transit employees, there has been developed over the years a 
complex system of compensatory and premium payments and allow- 
ances. ‘They include such things as report and turn-in time, paid meal 
relief, makeup time to meet minimum 8 hours’ pay requirements, paid 
intervals between pieces of work, spread penalties, guarantees to extra 
men, allowances for making out accident and occurrence reports, et 
cetera, which under the terms of many contracts are not subject to 
weekly overtime. 

On some properties, charter work under the terms of the contract 
is specifically excluded from the basis of weekly overtime. 

The Wages and Hours Division of the Department of Labor would 
be charged with the responsibility of interpreting and administering 
the act as it would relate to transit employees if the present provision 
exempting transit employees from its maximum hours provisions were 
eliminated. 

Our discussions with officials of that agency failed to produce any- 
thing helpful with respect to just how they might interpret and 
administer the act. They have to date had no experience with re- 
spect to the act’s maximum hours provisions as they might be applied 
to any forms of transportation, because under the present act not only 
transit employees, but the employees of railroads, airlines, intercity 
buses and trucks are also exempted from the act’s maximum hours 
provisions, 

The complexity of pay provisions which are found in many transit 
labor agreements would cause enormous difficulty and expense in the 
calculation of the so-called “regular rate of pay” for the computation 
of overtime pay to comply with the act, if the present exemption were 
to be eliminated. 

In other words, almost every transit operating employee would 
have a different “regular rate of pay” because of the conditions inher- 
ent in the business for scheduling local transit operations. 

This factor alone would create an unreasonably expensive admin- 
istrative cost burden on the part of the transit industry, to say nothing 
of the potential controversy which would be engendered in the em- 
ployer-employee relationship. 

Therefore, it cannot be assumed, because a particular transit labor 
agreement now provides for overtime after 40 hours per week, that 
the elimination of the aforesaid exemption covering maximum hours 
would not have a serious adverse effect on the company. 

For example, riders of most transit companies would be required 
to pay additional labor and administrative costs which naturally 
vary according to the size of the company, but which in the case of 

55097—60—pt. 2——27 
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some of the larger transit systems would amount to half a million 
dollars or more. 

In addition, the labor agreements of many companies contain pro- 
visions which guarantee a workweek in excess of 40 hours, and such 
companies would be more or less helpless to even make an effort to 
extend for a period of a year or more. 

The transit industry is restricted in what it can do to meet the 
heavy cost of complying with minimum wage and maximum hours 
anal ions because : 

A. Its rates or fares are fixed or controlled by public authorities 
or written franchises and can be changed only after extended public 
hearings or public referenda ; 

B. Increases in transit. fares are undesirable from the standpoint 
that those least able to pay higher fares are most dependent upon 
transit vehicles for daily transportation ; 

C. Experience has continually shown that transit patronage falls 
off following increases in fare, and sooner or later the point of di- 
minishing returns will be reached ; 

D. To meet the public need, transit service must be provided con- 
tinuously 16 to 24 hours each day, with much of the riding concen- 
trated during morning and evening rush hour periods of about 2 or 
214 hours each. During evenings, as well as on weekends or holi- 
days, transit riding in many cities, especially the smaller ones, is 
extremely light. 

The broadest possible interpretation has been given the present act 
from the standpoint of its coverage, and if the present exemptions 
covering transit employees found in section 13(a)(9) were to: be 
eliminated, there is no question but what the minimum wage and 
maximum hour provisions of the act would be applicable to all transit 
employees except those employed by the approximately 40 publicly 
owned and operated transit systems previously mentioned. 

We have already referred to the fact that there are approximately 
1,300 local transit systems in the United States. Nearly all have 
union contracts and each reflects a local situation. Literally no two 
are alike, and each one has special operating problems governed by 
local conditions and area wage rates. 

To force all such contracts to conform to a single national pattern, 
both as to wages and hours, is unwise and impractical. It would 
strike a crippling blow at the process of collective bargaining which, 
in recent years, has resulted in greater and faster improvements In 
wages, hours, and other working conditions than had occurred in 
several decades preceding. 

Early in 1949, when bills providing for the elimination of the ex- 
emption covering transit employees were under consideration, the 
operating employees of some privately owned transit companies had 
a five-day workweek, and the nonoperating employees of a somewhat 
larger group of privately owned transit companies also had a five-day 
workweek. 

Since early 1949, the workweek of operating employees of privately 
owned transit. companies in approximately 50 alditional cities and 
some suburban areas has been reduced to 5 days. 

During this same period, the workweek of the nonoperating em- 
ployees of privately owned transit companies in a somewhat larger 
list of cities and suburban areas has also been reduced to 40 hours. 
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There are approximately 40 cities in which the dominant transit 
system is publicly owned and operated, and cities like New York, Chi- 
cago, Los Angeles, Detroit, Cleveland, Boston, San Francisco, Seattle, 
San Antonio, and Sacramento are in this group. 

The employees of these publicly owned systems, which represent. 
more than 30 percent of the total employees in the industry, are not 
subject to the provisions of the Fair Labor Standards Act. How- 
ever, both the operating and nonoperating employees of the publicly 
owned transit systems in these larger cities are, with one or two ex- 
ceptions, working a 5-day week. 

Section 2 declares that one purpose of the act is to eliminate “unfair 
methods of competition.” A substantial and increasing portion of 
local transit service is operated by publicly owned and operated sys- 
tems which are exempt from FLSA—section 3. 

The effect. of including the privately owned transit systems—which 
themselves perform a public function—under the act would be to put 
them under a system of arbitrary control from which other transit 
systems are exempt. 

Most transit companies today are barely making operating expenses 
despite increases in fares, which, in many cases, were granted only 
after prolonged delays during recent years. There is no cushion of 
profit to absorb the cost of maintaining a contractual workweek and 
still pay overtime after 40 hours. 

This is especially true of transit companies operating in the smaller 
cities and in the suburban areas of our larger cities, which now face 
financial and other problems of such a serious nature that in many 
cases their very existence is threatened. 

In fact, many small transit companies have completely abandoned 
operations during recent years, resulting not only in loss of service 
to the community, but loss of jobs for employees. 

In cases where a substitute service has subsequently been provided 
either by the municipality or a private company, service is generally 
operated on a greatly curtailed basis. 

If the creation of more jobs is an objective of H.R. 4488, the exten- 
sion of the act to transit employees will have the opposite effect. 
Forcing a 40-hour week for overtime purposes, in addition to higher 
wages if inequities result from raising the minimum, would create an 
unbearable situation. Numerous smaller companies now have con- 
tracts which guarantee each week 6 days of work of 8 or more hours 
each day. 

_ Also, several of the larger companies in the industry have found 
it impossible in collective bargaining to arrive at a 40-hour week due 
to operating conditions, indefiniteness of schedules—due to fluctuati 
demands—and desires of employees for higher take-home pay ihovmah 
a longer workweek. 

This interest on the part of the international union in the 40-hour 
week by force of law does not coincide with the experience of transit 
managements whose local unions consistently and vehemently insist 
on a 6-day week at the same pay levels of companies on a 5-day week, 
or with the experience of those companies already on a 5-day week 
whose locals insist on contract provisions for assigning overtime work 
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on a seniority basis, and whose 5-day week employees habitually work 
at other jobs on their days off. 

Imposition of a statutory 40-hour workweek for overtime purposes 
could be borne only by : 

(A) The employees, in the form of reduced working hours and a 
resultant cut in take-home pay ; or 

(B) The public, in the form of increased rates of fare and of transit 
service drastically curtailed or paralyzed by strikes, resulting from 
pay cuts and the collapse of present contracts ; or 

(C) The companies and their owners, in the form of seriously im- 
paired financial standing which in many cases could result in in- 
solvency or bankruptcy and great hardship to employees and the pub- 
lic at large. 

The desperate poet of many transit companies, particularly those 
operating in smaller cities, has already been made the subject of study 
by commissions appointed by the Governors of several States, and in 
more than 300 instances actual relief from burdensome and, in many 
instances, inequitable taxes, has been granted by the States or munici- 
palities since 1947. 

In fact, recognition was given to the problem by the 84th Congress, 
when it enacted Public Law 757, granting a franchise to the D.C. 
Transit System, Inc. 

In addition, the recently issued Federal transportation policy and 
program prepared by the Secretary of Commerce and presented to the 
Congress, by President Eisenhower on March 14, 1960, on page 25, 
section 6, under the heading, “Urban Transportation,” stresses the 
need to— 
encourage urban long-range community planning, including total transportation 
planning to make full use of highway, transit, rail commutation, and all other 
eapacity to minimize total transportation cost and congestion, in full coordina- 
tion with activities under the Housing Act of 1949, as amended. 

It also suggests that the Government, with local communities and 
the same coordination, investigate basic approaches to such plans and 
their financing. 

It is suggested that methods might include amendment of existing 
highway Tewidlation to allow charges on city highway gateways to 
help divert auto commuter travel to mass transport means, higher 
community parking fees to help similarly, diversion of such funds to 
pay for other transport facilities, et cetera. 

n addition, bills have recently been introduced in both Houses of 


Congress— 

to establish a body corporate within the Department of Commerce, to extend 
financial assistance to State or local governments or public authorities operating 
or providing transit and commuter services in our major metropolitan areas. 

In view of this increasing awarness of the need to strengthen transit 
by providing it with financial assistance and aiding it in other ways, it 
seems entirely inconsistent to fail to give recognition to the aforemen- 
tioned problems which are inherent in the transit industry and which 
would make the imposition of a statutory 40-hour week an extremely 
burdensome and costly matter, the ultimate cost of which would have 
to be passed on to the transit riders. 

The fact that much of the added cost would result from clerical 
and other costs entailed in complying with Wage and Hour Division 
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regulations, and would not add to the transit worker’s take-home pay, 
makes the proposal, in fact, incongruous, ; 

In conclusion, we respectfully submit that sound and substantial 
progress toward the 40-hour week is continuing to be made through 
the process of collective bargaining, and we urge that an opportunit 
to continue such progress be afforded by amending H.R. 4488 as indi- 
cated on the statement appended hereto. This statement entitled 
“Statement Showing Specifically How H.R. 4488 Needs To Be 
Amended To Protect the Transit Industry,” has been approved by 
the legislative drafting committee of the House of Representatives as 
to its form, but obviously, not as to its purpose. 

(The document referred to follows:) 


STATEMENT OF AMERICAN TRANSIT ASSOCIATION SHOWING SPECIFICALLY How 
H.R. 4488 NeEeps To BE AMENDED To PROTECT THE TRANSIT INDUSTRY 


This amendment excludes the transit industry from maximum hours pro- 
visions of the Fair Labor Standards Act but not from the minimum wage and 
other provisions of the act. 

Amendments to H.R. 4488: 

Page 12, before the period in line 13, insert the following: “; or (5) any 
employee of an employer engaged in the business of operating a street, suburban, 
or interurban electric railway, trolley, or motor bus carrier”. 

In summary, Mr. Chairman, I might say that by and large the em- 
ployees that are not on the 40-hour week are small. 

Our concern about those companies whose employees now have a 
5-day week is that the collective bargaining contracts which, as I 
have stated, have been in existence for a long while in many cases 
make exemptions to certain of these payments and allowances, and 
they are excluded from the basis of weekly overtime. If this statu- 
tory 40-hour week became effective, all that would be changed. It 
would mean that these contracts would have to be renegotiated, and 
it would also mean that many of these allowances would be the sub- 
ject of some perhaps bitter controversy. So the fact that a large 
segment of our industry is on a 40-hour week, and every year there 
are some companies who have eventually reduced their workweek— 
one of the most recent examples I can think of is Birmingham whose 
contract was changed recently. So as we have stated on several 
previous occasions, when we testified before a congressional commit- 
tee, this 40-hour week can be negotiated whenever the employees are 
disposed to do so. 

n the case of these small companies, there are a number of them 
whose unions have made no serious demand for the 5-day week. Mr. 
Malmer, an associate of mine, can give you some firsthand informa- 
tion on that. 

Another phase of our industry which I think is important and 
should be reemphasized, is that there are approximately 40 cities in 
which the transit system is publicly peste I have already listed 
some of the larger cities. Their employees represent about 30 per- 
cent of the total employees in the industry. They are not subject to 
the provisions of the Fair Labor Standards Act. With one or two 
exceptions they are now working a 5-day week. They do have pro- 
visions in their contracts which make exclusions in the case of certain 
of these allowances as far as the computation of weekly overtime is 
concerned. 
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The thing that we are concerned about principally in the case of 
the large segment of the industry already on the 5-day week, Mr. 
Chairman, is that we would be required to comply with strict regula- 
tions of the Wage and Hour Division. Among other things, if they 
follow the practice that they have uniformly followed in the case of 
all other industries—and we have tried to learn in advance what 
practice they might follow and we were told they could not give us 
any information until we were actually made subject to the act— 
among other things they would probably require us to compute a reg- 
ular rate of pay for our employees, and that becomes the basis of 
weekly overtime. If a man makes $2 an hour and works overtime, 
he does not receive overtime merely on the $2 an hour. Under 
their regulations he receives it on the average rate of pay. If you 
have 100 operators all working runs having a different amount 
of hours or pay in them, and you have an extra board of some 20 
to 30 percent, and they work one kind of a job one day and a different 
kind of job the next the company would have to sit down and make 
some very detailed and elaborate computations. There have been 
various estimates. One company estimated it would cost them a half 
million dollars. They are already on a 5-day week under their 
contract. But if they were forced to comply with this statutory 
40-hour week, it would cost them roughly a half million dollars, 

Other companies, smaller companies, have estimated the cost as 
much as $50,000. That does not mean anything to you gentlemen. I 
appreciate that. That would have to be passed on to the transit rider. 
As most of you are quite familiar, transit riding has declined, and 
every time we are forced to increase fares, we lose a certain number 
of riders. During recent years there has been a great deal of tax 
relief granted to transit by the States, counties and municipalities, 
Congress even recognized the need for tax relief in granting a fran- 
chise to the D.C. Transit several years ago. There are bills pending in 
Congress right now designed to provide grants in aid to transit. 

We don’t think at this time, and under those circumstances, and 
bearing in mind that the large segment of the employees already have 
the benefits of the 40-hour week that there is any real compelling need 
to put us under this statutory workweek with the result that I have 
briefly tried to point out here, and which this statement I have pre- 
moe a I feel sure, points out in greater detail. 

In the case of many of these small companies, they would actually 
be forced out of businss. At least that is what they tell us, and we 
offered testimony to that effect before the Senate subcommittee last 
year. Mr. Malmer can speak on behalf of some of those. 

Thank you very much, gentlemen. 

Mr. Lanprum. To clear one thing, Mr. Anderson, you mentioned 
the overtime feature, and the use of the $2 an hour illustration. 

Mr. Anperson. Yes, sir. 

Mr. Lanprum. You mean that if you have an employee with a base 
rate of $2 an hour that the overtime he worked out not be $3 an hour, 
but would be based on the average of what all of your employees earn. 
Is that what you mean? 

Mr. Anperson. No. What I mean is this, Mr. Chairman. Runs 
vary in length. If you had atransit property with a hundred different 
operators employed, the chances are that 90 of those 100 would have 
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different hours or minutes that they work each day, or over a period 
of a week. Under the Wage and Hour Division regulations, you 
would be required to compute the regular rate of pay. In other words, 
you would have to add these various payments and allowances, 
fringes, or whatever you want to call them, and then you would divide 
that by the actual number of hours that the man actually did work. 

For example, he makes out an accident report. He reports in the 
morning and he has a certain amount of gear to pick up. When he 
comes in at 9 he gets an allowance for turning in. In some cases it 
takes him 5 minutes and he gets a 15 minute allowance. You have 
to figure the amount of time he actually worked and divide that into 
the total pay and that gives him his regular rate of pay. 

Mr. Lanprum. For each individual employee. 

Mr. Anperson. That is right. The accounting cost alone would be 
very, very serious and very burdensome. It would not be passed on. 
The money thus spent would not reach the employees. 


STATEMENT OF MARVIN E. WALSH, NATIONAL ASSOCIATION OF 
MOTOR BUS OWNERS ; ACCOMPANIED BY WILLIAM B. DEVANEY 


Mr. Wats. My name is Marvin E. Walsh, and I am executive vice 
president and general manager of Safeway Trails, Inc., an intercity 
motor carrier of passengers operating 1,013 route miles in the District 
of Columbia, Maryland, Pennsylvania, Delaware, New Jersey, and 
New York. I appear today on behalf of the National Association of 
Motor Bus Owners of which my company is a member. 

This association, popularly known as NAMBO, is the national trade 
association for the intercity motorbus industry and, as such, serves as 
spokesman for the carriers engaged primarily in the intercity trans- 
portation of passengers, mail, baggage, and package express over all 
of the major highways of the country. 

This industry provides the only such services available to an esti- 
mated 40,000 communities scattered throughout the Nation. 

This statement is limited to one specific proposal in H.R. 4488, and 
similar bills; namely, section 3(c) which, in effect, would eliminate the 
limited motor carrier exemption contained in section 13(b)(1) of 
the Fair Labor Standards Act and, by virtue of the proposed sub- 
section (t) (4), would require the payment of wages for work in excess 
of 40 hours per week at 114 times the regular hourly rate to all em- 
ployees of employers engaged in motorbus operations. 


INTERCITY BUS INDUSTRY NOW SUBJECT TO MINIMUM WAGE AND ONLY 
PARTLY EXEMPT FROM OVERTIME PROVISIONS 


It should be noted at. the outset that all employees of intercity motor- 
bus companies are currently subject to the minimum wage provisions 
of section 6 of the Fair Labor Standards Act. Approximately half 
of the employees are also subject to the overtime provisions of section 
7 since only those employees whose duties affect safety of operation, 
and whose hours of service are subject to regulation by the Interstate 
Commerce Commission, are exempt under section 13(b) (1). 

In the case of bus operations this group includes only drivers and 
certain mechanics. 
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In order to evaluate the effect of such pro extension of the 
overtime provisions of the Fair Labor Standards Act to the intercity 
motorbus industry, it is essential briefly to outline its characteristics, 

In the first place, the effect on the overall economy of applying any 
wage and hour requirements whatsoever to this industry obviously 
would be insignificant since the entire employment in this industry 
amounts to well under 60,000, or less than one-tenth of 1 percent of 
the total civilian labor force. 

Secondly, more than 1,500 of the approximately 1,700 enterprises 
engaged in furnishing intercity bus transportation are in the category 
of small business. They average only about 10 employees each and 
many of them are actually family undertakings in which the driving, 
the repairing, and the office work are done by the proprietor and his 
relatives, none of whom is an employee in the usual sense of that term 
since they are shareholders or partners in the business as well as its 
only “employees.” 

Approximately 35,000 of the industry’s total work force are em- 
ployed by the 150 larger operators designated as class I by the Inter- 
state Commerce Commission by virtue of their annual gross revenues 
of $200,000 or more. All of these 35,000 employees, in addition to 
those employed by the small carriers, are already subject to the mini- 
mum wage provisions of the act and approximately half of the overall 
total are also covered by the overtime provisions since they do not fall 
within the exemption provided in section 13(b) (1). These employees 
are garage employees, office personnel, ticket agents, and other terminal 
employees. 

It follows, therefore, that the impact of eliminating the present 
limited overtime exemption would be primarily on the approximately 
16,000 drivers employed by the class I carriers. 


OBJECTIVE OF OVERTIME PROVISIONS NOT LOGICALLY APPLICABLE TO 
PRESENTLY EXEMPT EMPLOYEES 


The imposition of statutory overtime payments may be considered 
as having two objectives: 
1. Avoidance of excessively long hours without adequate compensa- 
tion; and 
2. Provision of an incentive to “spread” employment. 
For the reasons set forth below, neither of these objectives has 
proper application to intercity busdrivers. 
hat substandard earnings are not involved is readily apparent from 
Interstate Commerce Commission records which show that these ap- 
proximately 16,000 drivers were paid an average of $5,800 during 
1958, for an average of about 2,080 hours or 40 hours per week. 
Further, because of the unique characteristics of intercity bus opera- 
tions, as will be pointed out, the hours actually worked are consider- 
ably less than the hours paid for. 
ecause intercity bus operations are subject to wide seasonal fluctua- 
tions, substantial numbers of the drivers are employed only during 
peak months and are furloughed for the remainder of the year. 


Careful estimates by the carriers indicate that, if the earnings of 


these part-time employees are omitted from the calculations, the aver- 
age earnings of the remainder of the drivers—i.e., those employed 
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throughout the year—averaged in excess of $6,500. Nearly 6 percent 
of the drivers of 1 carrier had earnings ranging from $8,000 to sub- 
stantially more than $10,000. 


®@VERTIME PROVISIONS OF FAIR LABOR STANDARDS ACT WOULD HAVE 
NEGLIGIBLE EFFECT ON EMPLOYMENT OPPORTUNITIES 


Primarily because of the seasonal character of intercity bus oper- 
ations, imposition of the overtime provisions of the act would have 
no appreciable effect on driver employment. 

Detailed analyses of operating schedules, driver assignments, and 
related data show that application of a standard 40-hour week to 
driver schedules would result in an increase of about 8 percent in 
driver employment for about 2% months of the year. 

As measured in man-years this would add less than seven-tenths of 
1 percent of the total employment provided by the cme fe 

Even this insignificant increase is wholly impracticable for a num- 
ber of reasons. The drivers now added to the rolls during peak months 
are attracted by the substantial earnings which they receive over a 
relatively short period. They would not be attracted if their potential 
earnings were reduced as would be necessary under a 40-hour limita- 
tion. 

In this connection, it must be noted that the recruitment and train- 
ing of drivers is nota simple matter. In addition to the very rigorous 
physical and other qualifications required by Interstate Commerce 
Commission regulations, the available supply of candidates is further 
limited by other standards, such as personality, aptitudes, and other 
characteristics upon which the carriers must insist in the interest of 
safety and public relations. 

Under present conditions many of the temporary drivers are avail- 
able for peak periods year after year. If their eanrings were reduced 
as noted above, many of them would not be available and the carriers 
would be required to train drivers each year. 

Drivers must be able not only to operate their vehicles, they must 
learn the very involved ICC regulations as well as the laws and regula- 
tions of the States and municipalities through which they operate and 
they must learn the various bus routes. 

his training process is time-consuming and extremely expensive 
and ranges from a minimum of $1,000 to more than $1,500 per driver. 
The expense of training substantial numbers of drivers each year 
would impose an extremely heavy financial burden on the carriers. 

At the same time, the ultimate effect on total employment opportuni- 
ties would, as already noted, be completely insignificant. 


OBJECTIVES OF OVERTIME PROVISIONS OF FAIR LABOR STANDARDS ACT HAVE 
ALREADY BEEN ATTAINED IN INTERCITY BUS INDUSTRY THROUGH COL- 
LECTIVE BARGAINING 


As already stated, the present average workweek for intercity bus 
drivers is not in excess of 40 hours. It is, therefore, logical to ask 
why the industry would be adversely affected by the application of 
the overtime provisions of the act to employees currently exempt 
therefrom, principally drivers. 
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A summary answer is comparatively simple. 

Just as in case of rail passenger operations, hours alone are no 
measure of productivity of intercity bus a employees. On 
the contrary, the proper measure is miles driven, and intercity bus 
drivers, as in the case of train crews, are typically paid by the mile 
with additional allowances for a wide variety of special conditions 
which are encountered on individual runs. 

Buses must be operated when and where service is required by the 
public. Under their certificates of public convenience and necessity 
granted by the Interstate Commerce Commission and the State regula- 
tory authorities, the carriers are required to provide such service. 

n a vast majority of intercity bus schedules, a driver’s 40 hours 
are almost certain to expire at some point other than his home base. 
Even on regular schedules this is likely to occur 25, 50 or more miles 
from his base. 

In the case of charter operations, on which the carriers are depend- 
ent for at least 714 percent of their revenues, the 40 hours might well 
expire when the driver is several hundred miles from home. Obvi- 
ously, a bus cannot be tied up and its passengers stranded whenever 
the driver’s 40 hours have expired. 

It follows, therefore, that, even with an average workweek of 40 
hours, some drivers work considerably fewer hours while others have 
longer weeks. 

urther, the scheduled hours of individual drivers very often vary 
from week to week, as illustrated below. 

In recognition of the unique operating conditions in this industry, 
the carriers and their employees, through the process of collective 
bargaining, have developed a highly specialized and complex struc- 
ture of wages and working conditions which, in effect, constitute an 
adaptation of the basic objectives of wage and hour legislation to the 
peculiar problems in this industry. 

It is estimated that more than four-fifths of our drivers are cov- 
wen td such collectively bargained contracts and, an analysis of the 
related practices on some of the unorganized properties shows an 
identical pattern, a development which would be expected as a result 
of competition for qualified drivers. 

That these conditions are satisfactory to the employees may be 
illustrated by two carriers, one organized and the other unorganized. 
In the former, 62 percent of the drivers have been with the company 
for 10 or more years and 16 percent have more than 21 years’ seniority. 

On the unorganized property, 75 percent of the drivers have been 
employed 10 years, and 10 percent have from 26 to 30 years’ seniority. 


H.R. 4488 DISCRIMINATES AGAINST MOTOR CARRIERS 


It should be borne in mind that the driver wage structure in this 
industry, as suggested above, parallels in many respect that which 
obtains with respect to operating employees on the railroads where 
conditions, especially in passenger serve, have much in common with 
those of intercity bus operations. 

This being the case, it is difficult to understand the provisions in 
H.R. 4488 which exempts rail employees, but discriminates against 
the bus industry by proposing to impose the overtime requirements 
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on its drivers who operate and are paid on much the same basis, and 
whose hours of service are subject to regulation by the same agency ; 
namely, the Interstate Commerce Commission. 


LEGISLATIVE HISTORY OF ORIGINAL ACT CLEARLY DEMONSTRATES THAT 
13( )(1) AND 13()(8) EXEMPTIONS WERE INCLUDED TO PREVENT 
DISCRIMINATION AGAINST MOTOR CARRIERS AND AIR CARRIERS AND TO 
AVOID DUPLICATION OF REGULATION 


As originally written by the committee, S, 2475 which, as amended, 
became the Fair Labor Standards Act of 1938, exempted only rail- 
road workers (13(b)(2)) and seamen (13(a) (14) )—originally 
13(a) (3) because regulation of hours and wages were given to other 
governmental agencies—for the reason that at the time hearings were 
held the Interstate Commerce Commission had not exercised its au- 
thority to regulate the hours of motor carriers and, apparently, the 
committee overlooked the fact that hours of airline employees were 
already subject to regulations—see decision No. 83 of the National 
Labor Board, May 10, 1934. 

Senator Black, speaking for the committee, made it clear that the 
policy of the committee was to write the bill so that where hours and 
wages were already subject to regulation by one governmental agency, 
the Fair Labor Standards Act should not conflict with such regula- 
tions. Thus, he stated: 


Mr. Buiack. Mr. President, it was the policy of the committee, in cases where 
regulations of hours and wages are given to other governmental agencies, to write 
the bill in such way as not to conflict with such regulations. That action was 
taken with reference to maritime workers. It was taken with reference to rail- 
road workers insofar as they were governed by the Hours or Service Act. 

* * * It is my understanding that the hours (of motor carriers) have been 
regulated by the Interstate Commerce Commission recently. 

Mr. Moore. Yes; it has been done during the present month. 

Mr. Brack. That has occurred since the hearings before the committee. * * * 
That had not been done by any other governmental agency at the time of the 
hearings. Consequently, the amendment was not adopted by the commitee (81st 
Congressional Record, 7875 (1987) ). 


The controlling consideration was the fact of regulation by another 
governmental agency. 

Clearly, there was no intention to prefer one form of transportation 
over another. This is demonstrated by the adoption of provisions 
exempting both motor carriers, section 13(b)(1), and air carriers, 
section 13(b) (3), and by the statements made at the time these amend- 
ments were adopted as shown by the following excerpts from the de- 
bate in the Senate: 


Mr. Buack. * * * Speaking for myself personally, it is my belief that it would 
certainly be unwise to have the hours of service regulated by two governmental 
agencies. I am further of the opinion that the Interstate Commerce Commis- 
sion, since it has power and has exercised it, should be the agency to be entrusted 
with this duty. 

We were very much disturbed about the matter of hours of labor required of 
employees of trucking companies and associations, particularly the long hours 
the drivers are compelled to work. 

Undoubtedly the Interstate Commerce Commission has adopted a regulation 
under that law. So far as the pending amendment is concerned, and so far as 
concerns the amendment which is to be submitted by the Senator from New York 
(Mr. Copeland) with reference to certain employees in the aviation service whe 
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are now under the Railroad Labor Act, it is my own belief that both of the 
amendments should be adopted. 

Mr. Surpsteap. Mr. President * * * am I to under the Senator from Alabama 
to say that the Interstate Commerce Commission is now undertaking to regulate 
hours and wages * * *? 

Mr. Biack. Not wages, but hours of labor. 

Mr. Moore. Mr. President, I do not by my amendment seek to fix wages. It 
relates merely to hours of labor. Under the Interstate Commerce Act the Inter- 
state Commerce Commission is given authority to prescribe maximum hours and 
qualifications for service. My amendment seeks only to leave the fixing of hours, 
but not thé fixing of wages, with the Interstate Commerce Commissien * * *, 

Mr. Brack. * * * The amendment of the Senator from New Jersey (Mr. 
Moore), would exempt them (motor carriers) only from the maximum hour 
provision. * * * The reason why the Senator from New Jersey is offering 
the amendment is that the law now imposes upon the Interstate Commerce 
Commission the responsibility and duty of regulating hours. 

As I said, speaking for myself alone, I am of the opinion that it would be 
very unwise indeed to seek to entrust the same responsibility to two govern- 
mental agencies. 

Mr. SurpsTeap. I agree with that. 

> a * * * * & 

Mr. Copretanp. Mr. President, in view of the statements of the chairman of 
the committee, I suggest that my colleague from New Jersey (Mr. Moore) 
modify his amendment by adding, after the parenthesis in line 5, the words: 

“And any air transport employee subject to the provisions of title II of the 
Railway Labor Act. * * *” 

Mr. Moore. I accept that modification (8ist Congressional Record, p. 7875 
(1937) ). 

Not only would the elimination of the limited section 13(b) (1) 

exemption discriminate against motor carriers, but even more im- 
portant, it would fly in the face of the salutary policy of the original 
enactment; namely, to leave to the agency best qualified to regulate 
hours of work of motor carriers, the Interstate Commerce Commis- 
sion, free of the confusing, contradictory and needless conflict of 
regulation of the same hours by a second governmental agency. 
_ It must be remembered that the Interstate Commerce Commission 
in its regulation of hours of service is concerned with public safety— 
a concept entirely foreign to the arbitrary 40-hour standard of the 
Fair Labor Standards Act. 

Nothing has occurred in the 23 years since the original act was 
being debated in Congress to lessen the validity of what was said at 
that time with respect to 13(b) (1) exemption and we believe that the 
matter should be laid to rest once and for all. 
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APPLICATION OF OVERTIME PROVISIONS OF FAIR LABOR STANDARDS ACT 
TOTALLY UNNECESSARY 


To point up this fact it is necessary to understand some of the basic 
provisions of the intercity bus driver wage structure. This will be 
done by an illustration involving a typical regular bus operation 
between two cities approximately 100 miles apart. 

A driver assigned to this route makes five round trips per week, 
putting in a total of 35 hours. 

During a particular week this driver is offered extra work amount- 
ing to 10 hours or a total of 45 hours for the week. 

Under the typical contract the entire 10 hours of work over and 
above his regular assignment would be paid for at one and one-half 
times the regular rate; that is, a total of 15 hours pay. 
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Under the overtime provisions of the Fair Labor Standards Act 
this driver would be entitled to the penalty rate for only 5 hours. 
But the statutory overtime rate would have to be computed on the basis 
of the drivers’ total earnings which have already been increased by 
the more liberal overtime provisions of the contract. This pyramid- 
ing of premium payments would not only be unjustified, but would 
be financially ruinous to the carriers. 

The foregoing illustration deals with only one of the many pay 
allowance provisions common in the industry. For example: 

If the total elapsed time between beginning of the first trip of the 
day and finishing the last trip exceeds a specified period, an extra 
hourly payment is customarily made as a so-called “spread penalty” 
allowance. 

If a driver’s regular daily assignment or special charter trip results 
in less than a specified daily minimum, he, nevertheless, receives the 
specified amount as a “daily minimum guarantee”, plus expense 
allowance. 

If the mileage on a regular run is temporarily increased appreciably 
by detours the driver is paid for the additional miles. 

In order to provide for charter movements, extra service in the case 
of overloads, or to replace regular drivers on vacation or sick leave, 
carriers must maintain a so-called “extra board” often equivalent 
to as much as 25 percent of the total driver personnel. 

The drivers on these extra boards are customarily paid varying 
amounts up to about $325 a month so long as they are available on 
call during the period. Even if the employee is not called, he is 
paid the full guarantee. 

Since a substantial Hg omnes of the drivers work a 5-day week, 
provision must be made for operating runs on the remaining 2 days 
and during vacation periods. These so-called relief or “jumper” 
runs are arranged in regular assignments. 

Thus A will operate driver B’s regular run on Monday and Tues- 
day of one week; driver C’s run on 2 days of another week, and so 
on, producing, for example, an 8-week cycle of hours, as follows: 

First week: Run No. 1, 44 hours, no minutes. 

Second week: Run No. 2, 44 hours, no minutes. 

Third week: Run No. 3, 386 hours, 40 minutes. 

Fourth week: Run No. 3, 36 hours, 40 minutes. 

Fifth week: Run No. 4, 36 hours, 40 minutes. 

Sixth week: Run No. 3, 36 hours, 40 minutes. 

Seventh week: Run No. 3, 36 hours, 40 minutes. 

Eighth week: Run No. 3, 36 hours, 40 minutes. 

Average: 38 hours and 30 minutes. 

In this example, which is typical, under the proposal in H.R. 4488, 
this driver would have to be paid for & hours work at the overtime 
rate during the first and second weeks of the cycle despite the fact 
that his average weekly hours for the cycle—and, of course, for the 
entire year—are 114 hours below the proposed maximum and despite 
the fact that the wage structure of the industry has been developed 
to cover overtime work as outlined above. 
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APPLICATION OF OVERTIME PROVISIONS TO INTERCITY BUS DRIVERS WOULD 
RESULT IN CHAOS 


There are many other illustrations which could be cited to indicate 
clearly that elimination of the current limited motor carrier exemp- 
tion would have one or more of the following results: 

(1) Completely disrupt the complex wage and working conditions 
structure developed over many years of collective bargaining. 

(2) Require a complete rescheduling of driver assignments result- 
ing in reduced driver earnings, employee discontent, and added re- 
cruiting and training problems for the carriers with a totally insig- 
nificant effect on employment opportunities. 

(8) Require the carriers to pyramid statutory overtime payments 
on the numerous and complex penalty payments and allowances al- 
ready in effect—as in the case of the railroads—with the ultimate 
result that many carriers would be forced out of business as will be 
shown. 

The present level of driver earnings plus the fact that the hours for 
which drivers are paid currently exceed actual duty hours by 10 to 15 
percent provide no justification whatever for additional premium 
overtime payments. 

IMPACT ON BUS INDUSTRY 


During 1958 passenger-miles reported by intercity bus operators 
showed a small decline over the previous year. Revenues increased 
slightly, however, because of long overdue increases in fares which 
become effective during the past 2 years. 

Nevertheless, data for 1958, the latest period for which complete 
data are available, show that 32 out of 142 class 1 carriers finished 
the year in the red and, for 48 others, expenses were 95 percent or 
more of revenues. 

Thus, according to Interstate Commerce Commission standards, 80 
carriers, or 56 percent of the total are in an unhealthy, if not desper- 
ate, financial condition, a fact which is a serious threat to the pas- 
senger, mail and package express services on which thousands of 
communities depend. 

The condition of most of the smaller carriers is very much worse as 
it has been consistently. Preliminary figures for 1959 reveal no basic 
change in this situation. 

While precise figures are not available, the most conservative esti- 
mates based on 1958 operations indicate that imposition of the over- 
time provisions of the act on the intercity bus eee would increase 
the number of carriers who operated during that year in the red from 
32 to about 70, or half the entire group. 

Net deficits. under such circumstances would be virtually universal 
among the smaller carriers. 

In at least a dozen States and hundreds of municipalities, the 
desperate plight of the bus industry has been recognized and wide- 
spread relief granted, principally in the form of tax exemptions, in 
order to maintain the essential service which the carriers render. 

The most recent illustration is New York State which, despite a 
dire need for State revenues, has passed legislation relieving privately 
owned buslines of taxes estimated roughly at $224 million annually. 
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In signing the bills providing this relief, Governor Rockefeller 
stated, in part: 

Immediate action in this field is made necessary by the financial distress of 
our privately owned buslines. The situation with respect to buslines is severe. 
These bills constitute an immediate action program to revitalize our depressed 
transportation industry. 

The imposition of further wage costs on the carriers would ob- 
viously worsen an already serious situation, whatever be the amount 
involved. 

And, as shown above, application of the overtime provisions of sec- 
tion 7 of the act on all bus employees is in nowise warranted by the 
existence of substandard wages, substandard hours and working con- 
ditions, or denial of employment to others because of excessive hours. 

The limited exemption of section 13(b) (1) from the overtime pro- 
visions of the Fair Labor Standards Act is not actually an exemption 
at all, but, as clearly indicated in the legislative history of the act, is 
merely a reservation of jurisdiction to the Interstate Commerce Com- 
mission to regulate the hours of service and to avoid the confusion and 
needless duplication which would inevitably result if a second gov- 
ernmental agency were permitted to regulate the same hours of 
service. 

The motorbus industry already has provisions as liberal, if not more 
liberal, as any that would result from the imposition of the overtime 
provisions of the act to the industry. 

Furthermore, drivers in the industry now average less than 40 
hours per week and, to pyramid on top of existing overtime provi- 
sions, the additional requirements of the Fair Labor Standards Act 
would impose an unwarranted and crippling financial hardship on 
the industry. 

The annual earnings of intercity bus company employees, even 
when part-time peak period personnel is included, exceed the national 
average by 17 percent. They are clearly not second-class citizens as 
they have been sometimes characterized by labor spokesmen. 

Moreover, intercity busdrivers are already given allowances for 
overtime work which are at least as liberal, and probably more liberal, 
than would result from the payment of statutory overtime alone, 

The basic mileage method of payment not only provides premium 
pay for overtime work, but is the only feasible se of compensat- 
ing drivers. inn 

‘o superimpose statutory overtime payments upon the existing 
liberal provisions would serve only to penalize the intercity, bus in- 
dustry and unfairly and uneconomically pyramid overtime compen- 
sation. 

Further, the bill, as proposed, would, without any justification, 
discriminate against the motorbus industry by eliminating the limited 
overtime exemption for intercity bus operators, while retaining an 
identical exemption for the railroads. 

This discrimination is obvious from the similarity between methods 
of wage payment and working conditions of the intercity bus and 
railroad operating employees. 

Mr. Drvaney. As the chairman knows, there are two sections of 
the act basically. One is the minimum wage provision which is sec- 
tion 6, the other is section 7, which provides that you must pay an 
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employee not less than 114 times his regular rate of compensation 
for all hours in excess of 40 in any week. The intercity motorbus 
industry has a limited exemption only from the hours worked. That 
is, hours in excess of 40 in any week. It is a limited exemption be- 
cause the only employees who are not covered by the wage and hours 
law are those whose hours are already subject to regulation by the 
Interstate Commerce Commission. 

As a practical matter this means that we are talking only about 
drivers. There are some mechanics who would also be technically 
entitled to this exemption. For a few years after the Fair Labor 
Standards Act was passed in 1938, companies attempted to separate 
mechanics who were exempt from mechanics who were not exempt. 
Se far as I know at the moment, without making a detailed check, 
I am not aware of any company that now attempts to separate me- 
chanics who are exempt and who are not subject to the wage and 
hours provisions. The simple reason is that more than four-fifths 
of the industry is organized and covered by union contracts. They 
work in the same garages with the nonexempt mechanics and are 
covered by one work contract. They are covered by one contract 
and subject to uniform provisions. Even when not organized, they 
work together, and it is a practical impossibility to separate those 
who are exempt from those who are not exempt. 

Under wage and hours regulations if a person performs both ex- 
empt and nonexempt work in the course of a week, unless you can 
separate his hours and keep separate records then all of the hours 
are covered anyway. These practical problems have in effect meant 
that the exemption for mechanics is a more theoretical one than a 
practical one. So we are talking about drivers in the intercity motor- 
bus industry. The reason that this exemption from the wage and 
hours law was included is well set forth in the debates in 1937. We 
have included excerpts at pages 7 to 9 of Mr. Walsh’s statement. 
The appear in the 81st Congressional Record at page 7875. 

Then Senator Black stated that the policy of the committee in 
drawing up the legislation was to write the legislation so that the 
same hours were subject to regulations by only one governmental 
agency. The hours of the motorbus industry, the hours of the people 
flying aircraft, the railroads, had been subject to regulation by the 
Interstate Commerce Commission, and by the Civil Aeronauties 
Board respectively. Because the authority had been exercised the 
exemption was included in the case of the motorbus industry. 

Section 13(b) (1) made those employees whose hours were already 
subject to regulation by the Interstate Commerce Commission exempt 
from further regulations by the Wage and Hour Division of the De- 

artment of Labor. I think you will find in the statement of Senator 

lack very cogent reasons as to why this exemption was necessary. 

I don’t believe that anything has occurred in the 23 years since he 
made those statements to change the basic objection to having the 
same hours regulated by two very different governmental agencies. 
The Interstate Commerce Commission has as its primary objective 


the regulation in the public interest. We carry for the most part pas- 
sengers. This is our business. The public interest and the interest 
of safety has led the Interstate Commerce Commission to prescribe 
hours of service. They are different than the approach taken by the 
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wage and hour division. Under the Fair Labor Standards Act, an 
employee can work all 40 hours if he has the stamina to do so consecu- 
tively without any break and he does not get any overtime. The 
problem with people who are driving buses or flying airplanes is 
quite different. Neither a bus driver nor a pilot is a safe operator 
unless he has sufficient time between tours of duty that he is alert and 
mentally and physically able to perform the duties of his job. The 
approach is totally different by the Interstate Commerce Commission 
and by the CAB from the arbitrary imposition of a fixed number of 
hours before you begin paying overtime. 

The problem of the industry is not that my a are not paid over- 
time. Indeed, they are. Mention has already been made of some of 
the factors which are part of a driver’s compensation. We have 
such factors as the number of miles covered. We have the factor of 
time. We have the factor of how much baggage is loaded and un- 
loaded by the driver. We have the case as the cash sales of tickets. 
There are some runs where a driver never sells a cash ticket. There 
are others where he sells numbers of tickets. He has accident reports, 
operating pepe Sometimes he picks up his bus at the garage and 
takes it to the terminal and when he completes his run, he takes it 
back to the garage. There are literally dozens of factors which go 
into making up the compensation of a bus driver. 

Over the years every one of the companies insofar as the associa- 
tion has been able to ascertain, and we have not only examined the 
union contracts but we have examined the practices on the nonorgan- 
ized lines, and we find that they are identical, as you would expect 
them to be, because of the competition for these drivers, pays premium 
pay for overtime work. The result has been that there has been 

wilt up through bargaining and through trial and error over the years 
a very complex wage pattern. Every one of these companies has pro- 
vision for paying for hours which are over and above what the driver 
is normally assigned. If he takes a run in addition to his regular 
run, there is provision that in effect means that he receives one and 
a half times what he would receive for his regular run. The basic 
reason, when everything else is added up, that we oppose the elimina- 
tion of this exemption, is that there is no possibility of eliminating 
established practices which have grown up over many, many years. 
So the arbitrary 40-hour week cn require the pyramiding of addi- 
tional overtime provisions on top of provisions which are already 
made for overtime work and for hours outside of a man’s regular 
assignment. This impact would be extremely serious on the industry. 

We have set forth in the statement the actual impact. as to the entire 
industry. It would not only be chaotic as to the interference with 
established wage and salary patterns, but it would mean an increased 
cost of such magnitude that more than half of the entire industry 
would then be operating in the red. As has been said by other wit- 
nesses, the intercity motor bus industry is also an industry which 
has had to receive considerable assistance, chiefly in the form of tax 
benefits, because of its serious financial position. With earnings as 
they are, averaging some $6,000 per driver up to more than $10,000 in 
some instances, we feel that there is no economic justification for the 
elimination of this exemption. As we pointed out, there will be less 
than one-half of 1 percent increase in employment by imposing an 
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arbitrary 40-hour week. This back in 1937 was one of the primary 
purposes of the Fair Labor Standards Act. The first was to eliminate 
substandard wage conditions. The other was to spread employment. 
So with the nominal insignificant spread of work that would result 
from the imposition of this, there can be in our opinion no justification. 
It would impose extremely serious financial problems for all of the 
intercity bus companies. As I said, in the beginning, the hours of 
these drivers are already subject to regulations by the Interstate 
Commerce Commission. Because they are already regulated by the 
Government, we feel there is absolutely no necessity and no justifica- 
tion for making them subject to the further regulation by the wage 
and hour division. 

Mr. Anperson. Mr. Chairman, I have here a statement which was 
presented to the Senate subcommittee last year and it gives a pretty 
good statement of some of these cost items. 

Mr. Lanprum. We will receive this for the committee files. 

Mr. Anverson. That is what I am asking. 

Mr. Malmer is here, and he has a short statement. He would like 
to havea brief opportunity to condense that. 


STATEMENT OF M. M. MALMER, CHAIRMAN, LABOR RELATIONS 
COMMITTEE, AMERICAN TRANSIT ASSOCIATION 


Mr. Matmer. The statement speaks for itself. My name is Michael 
M. Malmer, and I am president of the Youngstown & Akron Transit 
Co., and chairman of the Labor Committee of the American Transit 
Association. 

Mr. Anderson’s statement speaks very clearly for the industry. We 
would like to stress several things. One of our affiliated properties is 
Baton Rouge, La. They recently concluded a negotiation in April, 
and the employees flatly turned down any demand on the part of the 
company to reduce the workweek. In Richmond, Norfolk and Ports- 
mouth, we recently concluded an agreement, and the employees were 
very reluctant to cut their workweek. They are doing it over a 2-year 
period. In the case of Akron, we are reducing our workweek between 
now and 1962. 

The transit business, unlike other businesses in the sixties, has been 
going downhill. This has been true since the end of the war and 
prior to the war. Maybe these little compact cars will accelerate that 
trend. In the newspaper yesterday, in Celeveland, the transit system 
in Lima, Ohio, is giving up the business because of the roughness of 
the current competition and high cost. I guess this statement will 
go in the record. 

Mr. Lanprum. We will receive the statement in the record, 

(The statement referred to follows :) 


STATEMENT OF YOUNGSTOWN TRANSIT Co. AND AKRON TRANSPORTATION Co. 


SUBCOMMITTEE ON LABOR STANDARDS, 
Committee on Education and Labor, 
House of Representatives, Washington, D.C. 


GENTLEMEN: The operation of this company and its associated operation, 
Akron Transportation Co,, in Akron, Ohio, would be seriously disrupted if the 
present exemption now existing in the Fair Labor Standards Act were to be 
eliminated as is proposed in H.R. 4488, S. 1046, and similar bills. Both com- 
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panies operate a strictly intrastate business, solely within the confines of the 
metropolitan areas of Akron and Youngstown, Ohio. We are regulated by each of 
the municipalities into which we operate as to fares and services and also by 
the Public Utilities Commission of Ohio for the areas outside the cities. 

Our employees are organized under various agreements, some of which carry 
over until 1962. We are bound as to exact details on wages and hours under 
these labor contracts. In Youngstown, our operators, represented by the Amal- 
gamated Association of Street, Electric Railway and Motor Coach Employees 
of America, are on a basic 40-hour week; our mechanics and garage employees, 
represented by the International Association of Machinists, the International 
Brotherhood of Teamsters, Chauffeurs, Stablemen and Helpers, and the Inter- 
national Brotherhood of Electrical Workers, are upon a basic 48-hour week. 

In Akron our operators, garage employees, and miscellaneous employees are 
represented by Transport Workers’ Union and are on a basic 44-hour week which 
is being reduced, under provisions of a 3-year contract, down to 40 hours by 
1962. The garage mechanics, represented by the International Association of 
Machinists, are on a basic 40-hour workweek with approximately a 45-hour 
paycheck. 

The foregoing patterns were arrived at through collective bargaining and would 
of necessity need to be drastically overhauled if punitive overtime were made 
mandatory through passage of H.R. 4488, S. 1046, and similar bills: For many 
years due to the shift of travel to the private automobile, due to shopping 
centers, due to the general adoption of the 5-day week and other reasons, 
transit riding in the two communities has been going steadily downhill. As a 
result service has been adjusted downward, but the service reductions have been 
less than the decline in riding. Fares likewise have had to be increased to 
adjust for increased wage and material costs and to compensate for reduced 
volume. 

The elimination of the transit exemption would immediately force this com- 
pany to make several drastic changes in our operation : 

(1) The proposed bill would, over the long pull, reduce wages of our employees. 

(2) It would reduce employment due to higher cost. 

(3) It would reduce service to the public and would force us to abandon many 
services that would not be compensable. 

(4) It would immediately increase fares. This would hurt the aged and those 
in the economic class who are least able to afford it. 

(5) Both the Akron and Youngstown companies operate under franchises that 
require fare increases where service adjustments do not permit the legal rate 
of return to be achieved. 

I am familiar with the operations of several small bus companies operating 
in this area. Many of these would find it most difficult to continue if this transit 
exemption were eliminated. In this connection, it should be noted that since 
1954, at least 239 bus companies in the United States have been unable to with- 
stand the competition of the private automobile and have sold our or abandoned 
operation. 

The Akron and Youngstown companies have affiliated operations and the im- 
pact on many of them would be even more drastic than upon the operations of 
our two medium-size transportation systems. The reasons are clearly set 
forth in the statement of Mr. Jo. C. Guild, Jr., chairman of the board of the 
Cae Transit Co. in the 1959 Annual Report to Stockholders, which is shown 
velow: 

“In the last previous annual report, I wrote you at some length about the 
companion bills, H.R. 4488 and S. 1046. As you remember, these bills would 
amend the Fair Labor Standards Act by increasing the minimum hourly wage 
rate from $1 to $1.25, and by broadening the act’s coverage with respect to both 
the minimum wage rate and the maximum 40-hour workweek. Among other 
things, the proposed amendment would eliminate transit’s long-standing exemp- 
tion from the act’s general provision in regard to minimum wages and maximum 
hours. As you know, H.R. 4488 and S. 1046 were not reported out of the House 
Committee on Education and Labor and the Senate Committee on Labor and 
Public Welfare, respectively, in 1959, but proponents of the bills are already 
working toward favorable committee action and passage by the Congress in 1960. 
An increase in the minimum wage rate to $1.25 per hour would affect our United 
system only indirectly, through the generally inflationary pressures which such 
an increase would bring to bear on the economy. However, removal of transit’s 
exemption from the 40-hour workweek would have a direct and severe impact 
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on our United system. The length of the workweek for the operators (drivers) 
and shop employees of our subsidiaries is determined by collective bargaining, 
and there is a wide variation within our United system as to the length of the 
employees’ workweek. Our management has long sought to reduce the work- 
week to the 40-hour level gradually, but there has been considerable labor 
opposition to such reductions, unless accompanied by prohibitive increases in 
hourly wage rates. Consequently, while much progress has been made, much 
more remains to be made. Many of the subsidiaries’ employees are now on a 
40-hour workweek, but a great many more are still well above the 40-hour level. 
An immediate, rather than a transitional, change to a 40-hour workweek would 
seriously imperil our system’s earning power. The fact that the subsidiaries’ 
current labor contracts were negotiated without a strike on the workweek issue 
indicates general employee satisfaction with present arrangements, and 
strengthens our management’s opinion that the workweek of our system’s opera- 
tors and shop personnel should continue to be determined by collective bargain- 
ing, with a view to the ultimate achievement of a systemwide 40-hour workweek. 
The transit industry’s situation, as regards the proposed legislation, has been 


brought to the attention of appropriate Senators and Representatives, and it is. 


to be hoped that the Congress will decide to maintain the fully justified exemp- 
tion it granted the transit industry in 1938, when the Fair Labor Standards Act 
was passed.” 

In wage negotiations recently concluded with the transit employees in Baton 
Rouge, La., Mr. Guild found that the employees refused to consider any cut in 
hours. 

I have discussed the impact of this proposed legislation with the transit com- 
pany in our neighboring city of Warren, Ohio. Last year (1959) the Warren 
operation developed a net revenue of only $5,318 on a gross revenue of $386,666. 
In the previous year it was operated at a loss. The changes proposed in the 
bill now under consideration would force a reduction of at least one-third in the 
Warren service. 

For example, recent analysis of the transit operations in Richmond, Norfolk, 
and Portsmouth shows that the immediate cost resulting from elimination of 
the transit exemption would be approximately $313,000, and the eventual cost 
if the company were to go to a 40-hour week and would be forced to hire 129 
additional employees could reach $672,000 per year. This would cause a com- 
plete upheaval in the transit operations in those three cities. The same will be 
true of Nashville and Chattanooga, Tenn., which cities are respectively upon 
a basic 44- and 50-hour workweek. 

Due to the nature of the demand in the transit business, generally, operations 
are upon a 7-day-a-week basis for approximately 20 hours a day. Transit 
reflects the riding pattern which requires a very large number of employees to 


be available in the morning and afternoon rush and a lesser number to be avail- - 


able in the middle of the day and at night. Present labor contracts provide for 
all sorts of standby payments, including penalties on two-piece work, and other 
burdensome provisions which are unique to this business. 

Both Houses of Congress in approving the exemption now in effect and the 
exemption of the transit industry from the 2-cent increase in the Federal gaso- 
line tax have recognized the extreme problems of that industry in reduced 
patronage and steadily rising costs. These problems have grown more critical 
in the ensuing months so that removal of the exemption in the Fair Labor 
Standards Act at this time would force the abandonment of transit operations 


in many small communities and would force even larger communities into some - 


kind of transit subsidy or drastic reductions in service, either of which would 
be most harmful to the traveling public. 
Very truly yours, 
M. M. MALMER, 
President, Youngstown Transit Co.; President, Akron Transportation 
em 3; Chairman, Labor Relations Committee, American Transit Associa- 
on. 


Mr. Roosevetr. Is it my understanding that the unions with whom ° 


you are bargaining take relatively the same position as you have pre- 
sented today 


Mr. Matmer. No. Most unions are interested in increasing their - 
membership so this is one way of spreading the work and thereby ~ 
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increasing the number of members and dues payers. I would say 
in negotiations they are more realistic than in their public stand, be- 
cause in negotiations if they would push for an immediate 40-hour 
week, they would wind up with a strike or some other disturbance. 
They know full well that the impact of cost on this industry is much 
greater than on others, because if you try to pass it along you reach 
a point where your fares are going to be out of line. 

Mr. Roosevett. What unions do you deal with in particular? 

Mr. Anperson. The dominant union is the Amalgamated. I un- 
derstand they are scheduled to testify next Tuesday. We also deal 
with the Transport Workers Union. We also deal with the Teamsters 
to a limited extent. We also deal with the Railroad Brotherhoods. 
In the shop department, we deal with the Electrical Workers and with 
the Machinists. So we deal with a wide variety of unions. They 
take somewhat different attitudes. 

Mr. Hiestanp. Will the gentleman yield ? 

Mr. Roosevett. Yes. 

Mr. Hiestanp. Do I understand that the first group you mentioned 
are affiliated with the Teamsters ? 

Mr. Anperson. No, they are an independent union. They have an 
office in Washington. I was told by Mr. Cushman that they were 
scheduled to testify next Tuesday. 

Mr. Watsu. I have three unions; the New York garage operates 
the line between Washington and New York and is represented by 
the International Machinists. From what I have talked to them, 
they are not too interested, because we pay them overtime after 8 
hours each day under their contract. We do not try to separate the 
mechanics because we found it was too much trouble. Insofar as the 
drivers are concerned, they are represented at the present time by the 
lirotherhood of Railroad Trainmen. They don’t seem to be too in- 
terested in it, because they are paid by the mile. We use a common 
denominator of 20. They cannot average less than 20 miles an hour 
times their mileage rates. Their average rate is 9 cents per mile and 
the people who would be covered; namely, the drivers, and so forth, 

On the turnpike they make about $4.05 an hour. They are well 
paid. The highest man on our seniority roster in the year 1959 earned 
some $9,600. So we don’t think we are underpaying them by any 
means. 

The ticket agents are covered by the Amalgamated Union. They 
are paid overtime after each 8 hours of duty. As far as our case is 
concerned, I don’t think they are too interested. 

Mr. Anperson. We actually have contracts in which the union 
has insisted that a clause be incorporated providing that overtime be 
picked according to seniority. 

Mr. Lanprum. Are there further questions? Mr. Hiestand ? 

Mr. Hiesranp. I am very much impressed by this aggregate case 
that has been presented. The biggest argument that has been ad- 
vanced for H.R. 4488 is the relief of underpaid people and to enable 
them to earn a living wage. I gather from all of your testimony that 
the people who would be covered; namely, the drivers and so forth, 
none of them comes in that category. Am I wrong? Are there any, 
Mr. Seyfarth, that you represent that are presently being paid less 
than a dollar and a quarter an hour? 
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Mr. Seyrartu. I am not aware of any. 

Mr. Devaney. We are not exempt from that provision. We are al- 
ready subject to the minimum wage provision. Very few of them are 
close to it. 

Mr. Hiesranp. They are all paid more than $1.25. 

Mr. Devaney. They are, indeed. 

Mr. Hiesranp. Your case is entirely one of overtime problems. 

Mr. Devaney. That is right. 

Mr. Hrestanp. I think it is an effective case. 

Mr. Anperson. Particularly the operator who works on this moving 
platform that you cannot control. 

Mr. Lanprum. Gentlemen, we thank you for coming. We hope you 
do not feel unnecessarily hurried. It seems to me the burden of all 
of your statements is this: Let this alone; you are paying them all the 
money you can pay and to do anything else would make a mess out 
of the situation. 

Mr. Wausu. Yes. 

Mr. Anperson. We don’t believe in substandard wages and we 
don’t pay them. The express purpose of the act is to spread employ- 
ment. If you force these small properties that. I mentioned, and there 
are hundreds of them that have 25 or less employees, to a statutory 40- 
hour week, you won’t spread employment. You will reduce employ- 
ment because you will force a lot out of business. 

Mr. Lanprum. With regard to the statement of Mr. Malmer that 
perhaps the unions might not be in accord with the position that you 
are taking here this morning, I did understand Mr. Seyfarth to say 
that the Teamsters Union was definitely opposed to any inclusion of 
their members under this act. 

Mr. Seyrartu. According to their testimony in the Senate. 

Mr. Lanprum. It would reduce their earnings / 

Mr. Seyrarru. That is right. 

Mr. Hrestanp. Mr. Chairman, as I recall, Mr. Seyfarth, you said 
some union was not in favor of being included in this law. Which 
union was that? 

Mr. Seyrarru. I don’t think I made that statement. I quoted the 
testimony of Mr. Weiss of the Teamsters Union. 

Mr. Hresranpn. Yes; that was it. 

Mr. Seyrartu. The Teamsters were not favorable to this proposed 
change in the law. 

Mr. Lanprum. Thank you, gentlemen. 

Mr. Seyrartu. I think in sum and substances that the disturbance 
to collective bargaining relationships is really at the heart of this whole 
question. The Fnatability of labor contracts, the collateral effects that 
H.R. 4488 would have on the employees would simply be chaotically 
distastrous. 

Mr. Lanprum. We thank you, sir. We will give careful study to 
these statements. 

Now we will hear from Mr. Carr, Mr. Mechling, Mr. Peterkin, Mr. 
Stone, and Mr. Hilton, of the American Waterways Operators, and 
Mr. Casey of the American Merchant Marine. 

Will you gentlemen please come forward ? 

Do you gentlemen have one spokesman ? 








— = “ee oF Sone 











MINIMUM WAGE-HOUR LEGISLATION 921 


STATEMENT OF RALPH E. CASEY, PRESIDENT, AMERICAN 
MERCHANT MARINE INSTITUTE, INC. 


Mr. Casey. I think we will each have to have some short. period 
of time, because we have not coordinated our statements. I am Ralph 
Casey. 

Mr. Lanprum. Do you desire to lead off, Mr. Casey ? 

Mr. Casey. Yes. I am Ralph E. Casey. I am president of the 
American Merchant Marine Institute, a trade association represent- 
the 45 U.S. steamship companies under the American flag. We repre- 
sent all segments of the American merchant marine. 

With me is Mr. J. Paul St. Sure, who is president of the Pacific 
Maritime Association, They represent the shipping companies on 
the west coast in collective bargaining. So between the two of us, 
as far as the oceangoing merchant marine is concerned, we cover 
pretty much the entire American merchant marine. 

I appear before your committee today in opposition to those provi- 
sions of H.R. 4488 which would amend the Fair Labor Standards Act 
of 1938 so as to terminate the exemption of seamen from the minimum 
wage and maximwn hours provisions of that act. 

Much of what. has been said by previous witnesses today does apply 
in principle to the reasons why we feel that the exemption for seamen 
enacted in the 1938 act should be continued. No. 1, speaking very 
generally, the maritime industry is unique. It is even more unique 
than the other segments of the transportation industry whose testi- 
mony you have just heard. 

Secondly, collective bargaining has done for the seamen as much 
or more than it has done for the other segments of the transportation 
industry, and that is one of the reasons why they felt that the exemp- 
ion should be continued as far as their people are concerned. 

The ship at sea must operate around the clock, 24 hours a day. It 
can’t stop in the middle of the ocean at 5 o’clock at night and it can’t 
stop for Saturdays and Sundays. You have to have somebody on 
duty at all times. There is no way possible that you can restrict a 
seaman to a 40-hour week, at least those people whom we call watch 
standers. So consequently a ship really must carry three separate 
crews in order that they can work 8-hour shifts, 4 on, 4 off, around the 
clock. 

In order to carry four separate crews would not only impose severe 
financial burdens from the standpoint. of pay and allowances, and the 
cost of operating a ship, but the shine are not built to carry four crews. 
We use every available inch of space now as far as seamen’s quarters 
are concerned. It is just not feasible or practical to extend the num- 
ber of personnel that we carry aboard our ships, particularly if we are 
going to continue to compete even in a rough way with the foreign 
competitors whose costs are much less. 

It has always been the policy of Congress that the Fair Labor 
Standards Act not apply in cases where the regulation of hours and 
wages is the function of other Government agencies. In the case of 
the maritime industry, those companies that receive a subsidy under 
the 1936 act are governed by certain provisions which authorize the 
Maritime Administration to fix minimum hours, working conditions, 
and wages aboard subsidized vessels. The fact of the matter is 
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that they prescribed them initially back in 1938 and 1939, but the col- 
lective bargaining contracts have gone so far above what could be 
considered as a reasonable minimum that there has been no necessity 
for the Maritime Administration to act under that authority since. 

What has happened insofar as subsidized vessels, those 300 ships 
covered by the 1936 act, has spread throughout the entire deep sea 
merchant marine so that although vessels are now for all practical 
purposes operating with the same standards; that is, well above the 
minimum prescribed back in 1938 and 1939. 

As one of the gentlemen who just testified stated, the question of 
the unique nature of the industry was well explored back in 1938. It 
was reexplored three times since and nothing has transpired since 
1938 that we know of that now justifies removing this exemption. In 
fact, there is even more reason today for continuing the exemption 
today than it was then. 

Every time we sit down at the bargaining table with the unions 
they come up with demands that might be termed excessive judged 
against standards of shoreside industries. But each time the union 
spokesmen have justified their more liberal pay, their more liberal 
vacations in terms of the fact that these people are off at sea, they 
are confined aboard ship, and even on Saturdays and Sundays, when 
you have a day worker at sea, he has to stay on the ship. They think 
that they are entitled to more liberal benefits by reason of the confine- 
ment to ship, and the unique nature of the work they are required 
to perform. 

he law requires that seamen be paid monthly. In addition they 
receive overtime for all work performed in excess of 8 hours a day 
Monday through Friday, and all work performed on holidays, Satur- 
days, and Sundays. Thus all watch standers, as I indicated, receive 
an automatic 16 hours overtime every week that the ship is at sea. 
That overtime is paid for merely standing watch and doing only those 
things which are necessary for the safe navigation of the vessel. If 
he does any other work during that period of standing watch on week- 
ends, he gets overtime on top of the overtime rate we pay him for 
standing watch. In addition to the overtime provisions of the con- 
tract, we have a number of provisions in the nature of penalty pay— 
things that he does in one place. If he paints inside instead of outside, 
he gets overtime. Those things while they are penalty pay, they were 
put in the contract at a time when they were really designed to in- 
crease the overall earnings of the seaman and his take-home pay. 
Some of them are in the nature of gimmicks. Some of them are more 
or less featherbedding provisions. But they all tended to increase 
the earnings, which they certainly have done. 

The nonwatch standers, the fellows who work a 40-hour week, some- 
where along in the course of collective bargaining, their base pay was 
increased to compensate for the overtime they didn’t make by reason 
of the fact they were not watch standers. In other words, they had 
to get some equating allowance put in their base pay because they 
lost the right to overtime. If they work on Saturdays and Sundays, 
which they are required to do, they get overtime on top of the base 
pay which includes compensation for the overtime that they don’t 
get. I don’t think it is as complicated as I said it, but that is the 
way it works. 
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Vacations in the American merchant marine are probably the most 
liberal in American industry. This is due to the arguments made by 
unions because of the necessary confinement aboard vessel provisions 
should be made for getting or giving them more time ashore. Under 
the National Maritime contract which is the basic union with which 
my particular group deals, the unlicensed seaman receives 30 days a 
year paid vacation. This is increased to 45 days a year if a man has 
been on the ships of a single company for 3 years or more. For officers, 
the vacation period ranges from 2 months aboard dry cargo and pas- 
senger vessels to 3 monthe or more aboard tankers. 

The unlicensed seaman take home on the average 41 percent more 
wages than the average for all manufacturing industries. The Bureau 
of Labor Statistics reports in January 1960 that average earnings 
for manufacturing were $92 a week as compared with earnings of un- 
licensed seamen of $130 a week. 

I have a table 1, showing the average earnings for unlicensed per- 
sonnel aboard one of the more common type vessels, ranging from $92 
a week for a wiper, to $173 a week for tho chief steward. The officer 
personnel make considerably more. 

I might just point out to bring home how much they really do make, 
if you take a look at table 2, you see that a junior third mate or a jun- 
ior third assistant engineer will make pretty close to $10,000 a year. 
Bear in mind that this is a fellow just out of college. This is a fellow 
who might just come out of Kings Point. He goes aboard ship at 
$10,000 a year plus room and board and fringes and liberal vacations. 
In other words, he is aboard ship and he doesn’t spend the money and 
comes home with it. He has been fed and so forth aboard ship. He 
enjoys excellent working and living conditions aboard our American 
ships today. Modern freighters provide for two men in a room that 
is fully equipped with all the comforts of home including adjoining 
toilet and bath faciliites, and on some ships air conditioning, and re- 
cently television. Ample provision is made for moments of leisure 
in off-duty hours such as recreation room, books and magazines. The 
meals aboard ship are equal to the food served in the best dining 
rooms in the country. In addition they receive extremely liberal 
fringe benefits in terms of pensions, welfare benefits, vacations, hos- 
pitalization, maintenance and cure benefits, and even an unemploy- 
ment compensation plan or as we call it, an employment security plan. 

I will introduce the current contract with the National Maritime 
Union, Mr. Chairman, which contains all the wage scales, 

Mr. Lanprum. We will receive that for the committee files. 

Mr. Casey. We estimate that our weekly labor cost for an unlicensed 
seaman, and this is an able-bodied seaman—when I say labor cost, I 
mean not only wages, but what we have to contribute to the fringe 
benefits—is $185 a week. For an unlicensed seaman, it is costing us 
pretty close to $10,000 a year. If you add in the cost of his food and 
so forth it goes over $10,000 a year. 

_As I say here, against this background it must appear fairly ob- 
vious that seamen are the last group in the American industry who 
need legislative help. They have done all right by themselves at the 
collective bargaining table. There is, however, this difficulty with the 
proposition. As I indicated earlier, seaman are paid by law on a 
monthly basis. That means that they are paid for 30 days a month. 
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Just to give you a rough figure, take $400 as base pay, to get his hourly 
pay you multiply 30 times 8, 240 and divide that into the 400. That 
gives you what he gets paid per hour. Since he gets overtime on Sat- 
urdays and Sundays, he gets the overtime rate on top of the hourly 
rate that he really receives by reason of the fact that by law he is paid 
on a 30-day month. So actually taking the base pay plus what we 
pay him for the overtime rate, he is now not only time and a 
ialf; he is paid almost double time. But the unions have contended 
for some reasons known only to them that they are only paid on a 40- 
hour week. I would like to think it is probably a propaganda propo- 
sition that they have to tell the membership that they have a 40-hour 
week. The membership know they don’t work 40 hours. They know 
they have to work a 56-hour week. The unions will contend that the 
base pay of $400 should be divided by 20 in order to get what they 
figure is the hourly rate. Of course, we don’t think there is any jus- 
tification for that. But we do recognize the danger that if this ex- 
emption were removed, some administrative agency might construe 
it along the lines that the union construesit. If they did do that, and 
require that the time and a half be computed on the basis of this 
larger rate, then our present overtime rate would not be time and a 
half. I don’t think that this is a possible construction but it is an 
inherent danger, anyway. 

So far as the $1.25 is concerned, again under our contracts while 
their monthly earnings are very respectable, the way we compute our 
wages—and I just take this thing at random—a number of these 
ratings will be $284 a month. You can see if you divided that by 
240, 1t comes out to less than $1.25 per hour. It may be that if they 
remove that exemption of $1.25 an hour, you might catch some of 
these fellows and give them a legislative increase that is completely 
beyond justification. 

hat concludes my statement. Mr. St. Sure has no prepared 
statement, but his situation is slightly different on the west coast by 
reason of the way the collective bargaining has gone. I think it 
might be well if he could explain that. 


STATEMENT OF J. PAUL ST. SURE, PRESIDENT, PACIFIC MARITIME 
ASSOCIATION 


Mr. Sr. Sure. My name is Paul St. Sure, and I am president of 
the Pacific Maritime Association which represents all of the Ameri- 
can flag ocean going operators on the Pacific coast. We deal solely 
with the problem of collective bargaining. We are not a trade associ- 
ation. The only thing I wanted to say, in addition to supporting 
Mr. Casey’s presentation, was that our wage costs, if anything, are 
higher on the Pacific coast than they are on the Atlantic coast con- 
tracts. We have one rather dramatic situation in connection with our 
collective bargaining history that I think further points up the unique 
character of our operation at sea, as well as the impropriety of assum- 
ing that a 40-hour week can operate at sea. It is a pure myth and 
theory, because of the fact that the men are aboard and must work 
56 hours for the reasons of room that there is aboard, and the fact 
that you cannot pick up a relief crew in the middle of the ocean. 
This was brought to particular focus some 5 years ago when two of 
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the unlicensed unions on the Pacifie coast reached the conclusion that 
the theory of having a 40-hour week at sea and getting overtime for 
Saturdays and Sundays and holidays was completely unrealistic. 
So under our contracts for the Sailors Union of the Pacific and the 
Marine Cooks and Stewards, two of the three unlicensed depart- 
ments, they actually negotiated back into a single base rate. The 
40-hour base rate plus the overtime for Saturdays and Sundays and 
holidays at sea. We now have a 56-hour week which includes all of 
the overtime payments that formerly existed on the basis of the 40- 
hour week, plus the penalty time. if we now had an imposition of 
a 40-hour week with overtime on top of that, we would be paying 
quadruple time for the Saturdays, Sundays and holidays at sea. 

hese men earn in the range, the base rate is about $425 a month, 
plus overtime and penalty earnings, well in the bracket between $600 
and $700 a month for an ordinary or able seaman, plus all the bene- 
fits Mr, Casey has mentioned, plus liberal pensions and even more 
liberal vacation allowances than those that have been negotiated on 
this coast. So we feel as the other representatives of the industry 
do that the act could not by reason of the removal of this exemption 
effectuate its original purpose and it could do some damage to the 
pattern of collective bargaining as well as the cost imposed on the 
industry. In fact, the unions have recognized that by formal actual 
contract negotiation to get away from this unrealistic 40-hour week 
theory, and to actually apply conditions of work at sea as they truly 
exist. We think that demonstrates the validity of the argument we 
make, 

Now I would like to introduce Mr. Braxton Carr. 


STATEMENT OF BRAXTON B. CARR, PRESIDENT, THE AMERICAN 
WATERWAYS OPERATORS, INC. 


Mr. Carr. My name is Braxton B. Carr. I am president of the 
American Waterways Operators, Inc. AW0O is the nationwide, non- 
profit, trade association of the shallow-draft water carrier industry. 
Our executive offices are located at 1025 Connecticut Avenue, Wash- 
ington, D.C. 

Approximately 1,700 companies are engaged in the shallow-draft 
marine trade, operating about 19,000 pieces of equipment over the 
inland channels, and employing approximately 80,000 persons aboard 
their vessels. 

The operating conditions are unique and create unusual working 
practices which have come about by common consent of management 
and employees. Pay of inland seamen is good; off time with pay is 
more than generous; working conditions are excellent in the industry 
as a whole. 

Because of these circumstances the Congress in passing the Fair 
Labor Standards Act of 1938 exempted inland vessel employees from 
both the maximum hours and minimum wage provisions. In suc- 
cessive amendments to the act, the Congress has continued to recog- 
nize that the work schedules of the industry are such that coverage 
of these employees under provisions of the Fair Labor Standards 
Act would be extremely burdensome; and further, as subsequent wit- 
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nesses will show, the average hourly earnings of employees in the 
industry are in excess of present and proposed minimums. 

We have a detailed prepared statement on behalf of the industry 
as a whole which, with the chairmans’ permission, we would like 
inserted in the record. 

Mr. Lanprum. It will be received. 

(The statement referred to follows :) 
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STATEMENT OF BRAXTON B. CARR, PRESIDENT, THE AMERICAN WATERWAYS 
OPERATORS, INC. 


My name is Braxton B. Carr. I am president of The American Waterways 
Operators, Inc., with principal offices in suite 502, 1025 Connecticut Avenue, 
Washington, D.C., and regional offices in New Orleans, La., and New York, N.Y. 

The American Waterways Operators, Inc., is a nationwide nonprofit trade 
association representing the shallow-draft water carrier industry. The associa- 
tion is the spokesman for a large segment of the Nation’s domestic water car- 
riers operating on the rivers, intracoastal canals, the bays, sounds, and harbors. 
The channels over which they operate reach over 29,000 miles of the country. 

Over these waterways, approximately 1,700 companies operate 19,000 pieces 
of equopment, or slightly more than an average 10 pieces of equipment per 
operator. From this, I am sure it is readily apparent that this industry is made 
up largely of small businessmen operators, offering low-cost shallow-draft water 
carrier transportation to the shipping public. 

The total number of persons employed aboard vessels in this industry is esti- 
mated at approximately 80,000. 

The purpose of H.R. 4488, and similar bills being considered, is to extend the 
coverage of the minimum wage-and-hour provisions of the Fair Labor Standards 
Act of 1938 to include many industries not presently covered because it is con- 
sidered that the employees in such industries do not receive compensation com- 
mensurate with maintaining the minimum living standards necessary for their 
health, efficiency and general well-being. 

If so, this is not applicable to our domestic inland water carrier industry. 

Our appearance here today is to highlight for you the varied and exceptional 
characteristics of the operation of the domestic inland water carrier industry. 
For this reason we appear in opposition to those provisions of the bills which 
would amend the Fair Labor Standards Act of 1938 so as to remove seamen em- 
ployed in domestic inland water carrier operations from the exempt status which 
is presented provided in the act. This exemption the original draftsmen of the 
act wisely incorporated into that bill when it was being considered over 20 years 
ago by the Congress. 

The operators we represent operate towboats, tougboats, and shallow-draft 
self-propelled tankers which have limited personnel-carrying capacity, regardless: 
of the size of the tows of barges the towboats and tugboats may handle. 

A trip for a line-haul river towboat can extend the upper reaches of the 
Ohio and Mississippi Rivers to Brownsville, Tex., or Carrabelle, Fla., or inter- 
mediate points and return. A round trip for such a boat can be anywhere from 
2 to 45 days. On extended trips, crewmen are frequently changed en route. 
On such trips, the seamen who would be covered by this legislation usually work 
6-hour-on 6-hour-off shifts for the duration of 'their service aboard, whether it be 
an extended trip or a short trip. 

Many of them now get 1 day off with pay for every day worked. In other 
operations, time off provisions are somewhat less, but usually inland vessel per- 
sonnel have substantially the same time off with pay that prevails in general 
industrial practices. 

These employees also receive, in addition to wages which in most cases are in 
excess of the minimum wage—either existing or proposed—board and lodging 
while aboard the boats. 

It is somewhat difficult actually to document conditions of employment and 
wages in the inland water carrier industry because of the great variety of types 
of operations. The industry is made up of common carriers, exempt carriers 
carrying both dry bulk commodities and liquid commodities, contract carriers, 
and private carriers. As I have indicated there are 1,700 companies operating 
19,000 pieces of equipment for an industry average of slightly in excess of 10 
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pieces of equipment per operator. This averaging only indicates that the 
majority of the operations are small businesses. There are, of course, several 
operators who have hundreds of pieces of equipment, which means in turn that 
there are hundreds of operators who have less than the average indicated. Be- 
eause of the diversity of types of operations and the great spread in the equip- 
ment operated by the individual companies, working conditions and practices 
have considerable latitude in detail in the industry as a whole. 

However, a cursory examination of working conditions in various operations 
of all types shows that seamen aboard inland vessels are generally better paid 
on the average than in most other industries where any sort of comparison of 
duties, skills, and working conditions can be made. Such an examination would 
further reveal that their working conditions are excellent. As I have indicated 
the employees on inland vessels get substantial time off with pay under a system 
which has been worked out to their general satisfaction. Furthermore, the 
vessels they operate represent the very best in technological development and 
applied science. Commensurate with this they are afforded excellent living 
quarters aboard the boats, many of which are air conditioned. The living 
quarters are clean and in many cases soundproof to afford adequate opportunity 
for rest and relaxation. Food is of a quality and quantity equal or better to 
what they would provide for themselves under the most ideal conditions. 

As the members of this committee know, seamen have been afforded special 
treatment under the laws of the United States since the very beginning of our 
merchant marine operations. This special treatment covers not only personnel 
aboard deep sea vessels but personnel aboard inland vessels as well. In many 
cases seamen are in some respects wards of the court to the extent that em- 
ployers are required to give them special consideration. As a result of this, 
seamen are afforded hospitalization, excellent maintenance and care, adequate 
housing and food, and in case of injury or accident the employer is required 
to give the seamen consideration over and above that required in other indus- 
tries. But aside from the legal requirements made of employers with respect 
to seamen, the very nature of the operations is such that employers treat seamen 
employees in a considerate manner which redounds to the benefit of the seaman. 

From the good relationships existing between employers and vessel personnel 
in the inland water carrier industry, I believe the personnel associated with our 
companies in this industry prefer the present working schedules to the schedules 
which undoubtedly would be necessary to conform to the maximum-hour provi- 
sions which this proposed amendment to the law would require. The end 
results in time off would not be changed because they are already working gen- 
erally in conformity with legal requirements for other industries. But the 
scheduling of working hours and time off would be changed. 

Pay in the industry is generally above minimum requirements. But again 
I would like to point out that the time-on-time-off schedule is different from 
that contemplated in the proposed amendment and compliance with overtime 
provisions in some individual companies would result in added costs without 
added pay to the employee un'ess he extended his actual time on the job at 
work. 

Another segment of the industry we represent differs somewhat from line-haul 
river operations. This portion of the shallow-draft industry operates vessels 
performing docking and lightering services in our harbors—a service of assist- 
ance to oceangoing vessels. These companies are harbor and sound operators 
who generally dispatch and crew their vessels in such a manner that they may 
return to their base at the end of a day, but are frequently called upon to work 
odd hours and shifts—as distinguished from the line-haul river trips with the 
alternating shifts and time-off provisions which are customary in river operations. 

The employees on the vessels engaged in all types of inland water carrier 
operations would be covered by the proposed legislation, as it is presently written. 

We appear before you to suggest the advisability of amending the proposed 
legislation to remove those provisions which would extend the coverage of the 
Fair Labor Standards Act to the American seamen employed on the vessels in 
inland operations—none of which are susceptible to practical coverage. 

Otherwise, the proposed legislation could have an adverse impact on our 
industry. The adverse financial burden—both in operating and administrative 
costs—which this measure would impose on many small businessmen in this 
industry could be the difference in some instances between continued transporta- 
tion service to the shipping public and that service being curtailed or eliminated. 
Neither the employees who would lose their employment—which frequently is 
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of a skilled capacity with few other related positions available to the man—your 
subcommittee nor our industry want this to happen. 

If enactment would not result in the loss of many jobs as we fear it would, in 
the alternative it would certainly result in the curtailment of some of the so- 
ealled fringe benefits which operators have voluntarily made available for 
employees. This would be done of necessity to offset the financial burdens 
imposed by the extended coverage as is proposed. 

Neither the loss of these jobs nor the reduction of the benefits which the 
employees receive is desirable. 

The American Waterways Operators, Inc., therefore suggests that your sub- 
committee consider amending the bill, H.R. 4488, consistent with our attached 
supplement No. 1, to continue the employees of our industry in the exempt 
status which they presently enjoy—for the benefit of our employees, and the 
industry as a whole in the interest of national defense and in the public interest. 

For your subcommittee’s information, attached, as supplement No. 2, are the 
results of a survey-study of a representative number of inland water carriers 
made by the American Waterways Operators, Inc., to determine average earnings 
of the shallow-draft industry’s seamen-employees covered by H.R. 4488, and 
similar bills, which would. remove the seamen exemption of the Fair Labor 
Standards Act of 1938. 

SUPPLEMENT No. 1 


1. Delete all of lines 14 through 17 on page 3, and reletter following proposed 
subsections. 

2. Delete the words “on a vessel other than an American vessel,” in line 14 on 
page 11. 

3. Delete all of lines 1 through 17 on page 18. 


SUPPLEMENT No. 2 
AVERAGE EARNINGS OF INLAND VESSEL EMPLOYEES 


Recently, the American Waterways Operators, Inc., made a survey-study of a 
representative number of inland water carriers to determine average earnings. I 
do not suggest to you that this is a completely comprehensive survey because 
such was not feasible under the time limitations with which we were working. 
However, I am confident that the results of the survey truly reflect an average 
figure for the industry with respect to coverage of different types of operations, 
different size company operations, and operations geographically located through- 
out the country, and would be of interest to your subcommittee. 

We have found on the basis of this survey that the average hourly earnings 
for all inland water carrier vessel seamen-employees is approximately $2.36 
per hour. We went one step further in this survey and found that the average 
hourly earnings for deck hands, who are the lowest paid seamen vessel employees 
in the inland water carrier industry, is approximately $1.51. I might add that 
these averages have been figured from data based on operators’ actual payroll 
records as of May 1959. 

We made the second computation mentioned above concerning average earn- 
ings for deckhands in an effort to determine if extension of the wage and hour 
provisions of th Fair Labor Standards Act to inland water carrier vessel em- 
ployees was unnecessary in view of the stated aims of extending the coverage to 
provide equitable working conditions and equitable pay for a portion of our 
Nation’s workers who were not being provided for adequately. We were con- 
vinced that inland vessel employees did not represent a category of workers who 
would be benefited by extension of coverage of the wage and hour provisions of 
the act. Our survey-study further convinces us. and I hope you will take it 
into consideration in final action on the bill, that the establishment by legislation 
of a minimum hourly wage of either $1 an hour or $1.25 an hour will accom- 
plish nothing in added financial return to individual inland vessel personnel. 
On the other hand the establishment of a minimum hourly wage by legislation 
would add a burdensome and costly bookkeeping and recordkeeping problem for 
the operators which in our very sincere estimation would result in the long run 
in some of the benefits, which have been voluntarily given to inland vessel em- 
ployees by the operators, being curtailed. 

Our survey also covered time-off employment practices because of the growing 
tendency in the industry to provide vessel employees with a working schedule 
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which gives them a day off for every day worked. I do not suggest that this 
is a uniform practice. In some instances employees are given half a day off 
for every day worked. Actually in some of the smaller companies we find 
that the practice is perhaps slightly less than half a day off for a day worked. 
This is a more difficult problem to average out than the averaging of earnings 
and would take a far more extensive survey than we are able to make. My 
original statement points out that the inland water carrier industry is made up 
of some 1,700 companies operating 19,000 pieces of equipment, and if you average 
this out it would mean that each of the companies had only a fraction more than 
10 pieces of equipment. Actually there are several companies operating who 
have hundreds of pieces of equipment, which means that in the final analysis 
there are operators engaged in providing transportation by this mode who 
have only a single propulsion unit or a single propulsion unit and one, two, 
or three barges. Many of these very small operators engage in a wholly owned 
and wholly operated family operation. Additionally, some of the smaller com- 
panies which are not family-owned and operated engage in cooperative owner- 
ship of equipment. For these reasons it is difficult to determine a formula for 
hours worked. Generally, however, the practices of the industry are based 
on a working schedule of 6 hours on duty and 6 hours off duty while aboard the 
boats. Generally also, employers make every effort to relieve an employee after 
he has worked a specified number of consecutive days, usually 20 and seldom 
more than 30. As a matter of practice this means that the operator has twice 
as many men employed as are actually required to operate the boats. We are 
convinced from our knowledge of the industry that this is not a type of opera- 
tion which can be brought under hourly provisions of the act to the benefit of 
the employee. As I pointed out in my testimony, a legislative requirement 
which limited this type of employment to either an 8-hour day or a 40-hour 
week would be impractical, and in most cases where the line-haul boats employed 
in towing operations on the rivers are in operation continuously for 30 to 40 
days on a 24-hour basis it would be physically impossible to put men off and 
put men on as would be required to comply with the 8-hour-day 40-hour-week 
provisions. Should it become necessary to reduce the work day to 8 hours, it 
would likewise be necessary to reduce the free time which the men now enjoy 
with pay. Our knowledge of the industry indicates that this would be contrary 
to the desires of most of the personnel employed in inland water-carrier 
operations. 

Working conditions in the shallow-draft water carrier industry are such that 
in our opinion the vessel employees now enjoy benefits as a result of the 
exemption from the wage and hour provisions of the Fair Labor Standards 
Act which it would be impractical to give them if coverage were extended to 
them. 


Mr. Carr. We have with us four representatives of the shallow- 
draft water carrier industry who can testify of their own personal 
knowledge as to working conditions, working schedules and the rea- 
sons for these working schedules, and pay scales in the barge and 
towing vessel industry. 

We request that their testimony be received at this time in opposi- 
tion to the provisions of bills under consideration by this committee 
which, if enacted, would remove existing exemptions and extend the 
coverage of the Fair Labor Standards Act with respect to both maxi- 
mum hours and minimum wages to seamen employed abroad vessels 
engaged in the inland domestic trades. 

The statements of these witnesses are presented under a longstand- 
ing policy of the American Waterway Operators, Inc., which opposes 
removal of the exemptions from the act with respect to inland vessel 

ersonnel, and which was reaffirmed by formal resolution of the AWO 

oard of directors at its regular quarterly meeting in St. Louis, Mo., 
on September 17, 1959. 

Mr. Lanprum. At this point we will include Mr. Casey’s entire 

statement in the record. 
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STATEMENT OF RawtpH E. Casey, PRESIDENT, IN BEHALF OF THE AMERICAN 
MERCHANT MARINE INSTITUTE, INC. 


My name is Ralph E. Casey. I am president of the American Merchant 
Marine Institute, Inc., a trade association representing 45 U.S. steamship 
companies operating about 6 million gross tons of American-flag passenger, 
tanker, dry cargo and collier vessels in the domestic and foreign trade of the 
United States. Included are both subsidized and nonsubsidized companies. 
Approximately 70 percent of the oceangoing tonnage registered under the U.S. 
flag is operated by our member companies. The institute, unlike many other 
trade associations, actually negotiates the labor agreements with the seagoing 
unions and represents the shipping companies on the Atlantic and gulf coasts 
in day-to-day labor relations. I appear before your committee today in opposi- 
tion to those provisions of H.R. 4488 which would amend the Fair Labor 
Standards Act of 1938 so as to terminate the exemption of seamen from the 
minimum wage and maximum hours provisions of that act. 

The expressed intent of the bill is to broaden the Fair Labor Standards Act 
of 1938, as amended, to include many industries not now covered, on the 
grounds that labor conditions in those industries do not meet the minimum 
standard of living necessary for the health, efficiency, and general well-being 
of the workers. 

I respectfully submit that neither the expressed purpose nor the general 
spirit of this legislation has any applicability to the maritime industry. 

The Congress exempted seamen from the Fair Labor Standards Act in 1938 
and this exemption has been continued in effect by Congress after reviewing 
the unique status of seamen on at least three occasions, 1945, 1948, and 
1955. 

The exemption presently appears in section 13(a) (3) of the act, as amended, 
and it should be retained. To accomplish this, section 9(a)(9) of H.R. 4488 
should be amended by deleting the phrase, ‘on a vessel other than an American 
vessel” so that exemption 9 would read, “any employee employed as a seaman.” 
In addition, subsection (e) of section (9) should be deleted in its entirety. 

Before stating specific reasons for our request for these amendments to H.R. 
4488, a brief review of the background for the current seaman exemption is 
pertinent. 

The 1937 hearings that led to the enactment of the Fair Labor Standards 
Act of 1988 developed the fact that the shipping industry is unique in many 
respects. Accordingly, Congress deemed it impractical and unnecessary to 
include seamen under the provisions of the act. It was determined that rules 
and regulations that might be readily applicable to shoreside employment were 
not practical of application to seamen. 

A ship at sea must operate the clock 7 days a week. It cannot stop in the 
middle of the ocean at 5 o’clock at night or on Saturday and Sunday and so 
some of the crew must be on duty at all times. To accomplish this and still 
maintain an 8-hour day we must presently employ what is tantamount to three 
separate crews. The employment of four crews in order to reduce the workweek 
to 40 hours would necessitate substantial and costly vessel alterations with a 
corresponding loss in payload capacity. But even then, crewmen would still 
have to spend their leisure hours confined aboard ship. In fact, our industry 
could not possibly afford the cost of providing seamen with a 40-hour week at 
sea. The unions know this and have agreed that the best and most logical 
solution is to allow seamen as much time off as possible ashore, not afloat. Our 
collective bargaining has done just that as I will demonstrate shortly. 

It has always been the policy of Congress that the Fair Labor Standards 
Act not apply in cases where the regulation of hours and wages is the function 
of other Government agencies. The Merchant Marine Act of 1936 vests in the 
Maritime Administration the power and authority to investigate employment 
and wage conditions and to incorporate in the operating differential and con- 
struction subsidy contracts minimum manning scales, minimum wage scales, 
and minimum working conditions on all vessels receiving operating differential 
subsidies. I might add that all American-flag vessels operate well above the 
minimum standards set for subsidized vessels. Further, hours at sea and the 
three watch system have been conferred by law to Coast Guard jurisdiction. 
(46 U.S.C. 673.) It makes no sense to have another governmental agency regu- 
lating wages and hours. 
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No new circumstances have arisen since 1938 to require a departure from the 
well-founded policy of Congress to specifically exempt seamen from the pro- 
yisions of the Fair Labor Standards Act of 1938, as amended. In fact, there 
js even more reason for their exemption today than existed 20 years ago. 

Labor and management have bargained year after year in light of the unique 
nature of our industry. There probably has not been a negotiating session over 
the past 25 years where the demands of labor, though excessive in terms of 
other industries, have not been justified by labor spokesmen as being tailored 
to the unique nature of shipping operations and working conditions of the 
seamen. Collective bargaining between the seamen’s unions and employers 
has been the means by which seamen and the employers have set wages, hours, 
and working conditions that reflect the peculiar and particular needs of the 
maritime industry. The result emphasizes far better than any argument I 
night make, the wisdom and practicality of the congressoinal policy of exempt- 
ing seamen from the act. 

Let us examine the results of our collective bargaining experience. 

The law requires that seamen be paid monthly. In addition, they receive 
overtime compensation for all work performed in excess of 8 hours a day Mon- 
day through Friday and for all work performed on holidays, Saturdays, and 
Sundays. Thus, all watch standers receive a minimum of 16 hours automatic 
overtime each week, and work at sea performed on weekends is limited to mere 
routine work for the safe navigation of the vessel. In other words, the em- 
ployer must pay overtime in addition to the overtime received for routine work 
if the seaman is called upon to perform any work other than that absolutely 
necessary to keep the vessel operating safely. 

Seamen also receive overtime for certain work performed during their regular 
hours; this is in the nature of penalty pay. But in most cases, the provisions 
were included merely to increase the take-home pay of the seamen. 

Nonwatch standers (those seamen not engaged in the actual operation of the 
yessel) only work a 40-hour week at sea. However, their pay has been increased 
to equate the automatic overtime received by the watch standers and since the 
vessel is in operation on Saturday and Sunday these men are often called upon 
to perform work for which they are, of course, paid overtime on top of their 
base pay. In port, all seamen are on a 40-hour week so as to allow them the 
opportunity to get ashore. 

Vacations in the American merchant marine are probably the most liberal 
in American industry. This is in line with the previously expressed purpose of 
offsetting the necessary confinement to the vessel while it is at sea. Unlicensed 
seamen with only 1 year of service aboard ship receive at least 30 days a year 
paid vacation. Under the National Maritime Union contract this is increased 
to 45 days vacation a year if the man has been on the ships of a single company 
for3 years. For officers, the vacation period ranges from 2 months aboard dry 
cargo and passenger vessels to 3 months or more aboard tankers. 

The seamen’s specific exemption from the wage provisions of the act has not 
meant that seamen are any less well provided for financially. On the contrary, 
American seamen are the highest paid in the world, four to five times above 
other nations. Similarly, seamen’s earnings far exceed those of similarly 
skilled employees in American industry ashore. 

Our unlicensed personnel take home, on the average, 41 percent more wages 
than the average for all manufacturing industries. The Bureau of Labor 
Statistics reports in January 1960 average earnings for manufacturing was 
$92 a week, as compared with the earnings of unlicensed seamen of $130 a 
week, Reference to table I, attached to my statement, shows that average 
weekly earnings for unlicensed personnel aboard one of the more common type 
vessels (C—2) ranged from about $92 a week for a wiper, an entry rating, to 
$173 for the chief steward. Even an entry rating in the maritime industry, 
requiring no prior experience, takes home as much pay per week as the all 
hanufacturing average. And, of course, the officer personnel earn considerably 
nore. (See table II.) 

This pay is “all found,” so to speak, for the shipping company supplies meals 
and lodging without cost. The American seaman enjoys excellent working and 
living conditions. Modern freighters provide for two men in a room that is 
fully equipped with all the comforts of home—including adjoining toilet and 
bath facilities, ample clothes storage space, writing facilities, and, on some ships, 
air conditioning. Ample provision is being made for moments of leisure in 
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off-duty hours. There is a separate recreation room which contains a supply 
of books and magazines, radio, phonograph, television, and lounging chairs. 
Meals served are equal to those in the best dining rooms in the country. There 
is a 15-minute coffee break, both in the morning and afternoon. During the 
evening hours the refrigerator is stored with the makings of a night lunch, 

In addition, seamen receive extremely liberal fringe benefits in terms of 
pensions, welfare benefits, vacations, hospitalization, maintenance and cure 
benefits, and even an unemployment compensation plan or, as we call it, an 
employment security plan. ‘The employer contributes an average of $23 a 
week per man for these fringe benefits. This does not include other labor costs 
such as board and lodging, payroll taxes, and sickness and injury payments 
which cost an estimated $32 a week. We estimate our weekly labor cost for 
unlicensed seamen averages $185 a week. Few industries in the American 
economy bear this staggering labor cost. Table III compares average weekly 
earnings of unlicensed seamen with other industries. It shows maritime workers 
at the top of the wage picture. 

Against this background it must appear fairly obvious that seamen are among 
the last group in American industry who need legislative help either in the mat- 
ter of overtime rates or in the matter of minimum hourly pay. But let us ex 
amine more precisely the dangers inherent in the present bill. It is our conten. 
tion that seamen now earn in excess of time and one-half for Saturdays and Sun 
days which represents the greater portion of overtime earnings. As previously 
indicated, a seaman is paid on a monthly basis under requirements of law and 
Coast Guard regulations. In other words, his monthly pay, as reflected in our 
collective bargaining agreement, is to be divided by 240 (30 days a monthX8 
hours a day) in order to arrive at the hourly rate. He receives this hourly rate 
for all work performed 7 days a week and, in addition, on Saturdays and Su 
days, he is paid the overtime rate for 16 hours work. 

To illustrate, the monthly base pay for an able-bodied seaman is $369.11. 
Dividing this by 240 gives us a base hourly rate of $1.54. This hourly rate the 
seaman receives for each of the 8 hours he works from Monday through Sunday. 
However, for the routine work he performs on Saturday and Sunday he receives 
the overtime rate of $2.18 on top of the base hourly rate of $1.54. Thus for the 
16 hours automatic overtime on weekends, he is paid well above time and a half. 

Now, it might well be asked, “If that is the case, why do you object to seamen 
being included in the Fair Labor Standards Act?” The reason is that the union 
has taken the position, for reasons known only to themselves, that the monthly 
pay is computed on a 40-hour week basis, and that the only pay received by the 
men for Saturdays and Sundays is the overtime rate which in many cases is 
equivalent to or less than the regular rate. Even though this view is entirely 
without merit and has no justification in law or in practice, there is always the 
danger that some administrative officials may adopt this view if the present ex 
emption were removed. That, in essence, is the danger we see in the present 
bill. 

In closing, let me say that the American merchant marine is today in a life 
or-death struggle for survival. It is struggling with a wage structure that is 
four to five times higher than that of any competing maritime nation in the 
world. Whereas our able-bodied seamen will take home $612 a month, 4 
British seaman earns only $120. Our messboys make more than the captains 
of some foreign freighters. Responsible leaders of maritime labor recognize this 
fact and realize all too well that any further spread in this labor differential 
could destroy the very jobs they are obligated to protect. I am somewhat sur 
prised, therefore, that labor itself, in good conscience, can support that portion 
of this bill which would remove the seamen exemption. Thank you. 
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TABLE I.— Weekly earnings of unlicensed seamen, April 1960 


Deck department : 


Ri itt gins Dh Onbcettaete able de bd eels ete Obes $160. 36 
OS RES SEN Ee. Pee LIEN See Ee FRR E NS Ren 152. 09 
eR | a ae a a ee ere | mn 135. 63 
eS RE ee AL ECAR 141. 26 
Drtenis WHNGNRO Lo oo so i en leanne 109. 79 
Engine department : 
NN EE LEI POON OES 165. 95 
a GY ee RRR ae ain REP RE a ee a 154. 53 
Ms BEETS Hs SRE ERD TEE A he & SER Neca oe eS ES 133. O01 
See EE ES ey Ose RS PE ae ELE eee ORES He ee 134. 97 
ok SO ASRS ee Saye 2 eee OTe SS epee eS ee Tae: SS: 91. 83 
Stewards department: 
I on sachs aeesinn space che ein Tag i i lh ea le 172. 74 
NN No are, innisn nas iinnnnenieaaeniinh Be bhd en LeetdcieteRahe ttle Biles 152. 38 
CE a SRC ETERS eee! LE SPRY RT RPE EINES Seetet gy Fe rl oie Pele: 148. 79 
i PE a, aaa eer eee See Pe ee NE y eee oe Cy herrea 134. 25 
EE ES LR. Es 8s ere Ml tem ret HR. 103. 21 
LY ESE EIS A ie Ate! SEL ELIOT S AE 104. 00 


TaBLeE II.—Monthly labor cost under Atlantic and Gulf coast agreement; 1960 





| | Pension, 


| 
| 
! 





| welfareand | Vacation | 
Department and rating | Earnings le mployment | plan Total 
| | security | 
plans 
OE ES es See ee 2) Sees Sith Sdeiehich dean ‘etl 
| re | 
Licensed deck: | 
SNE sade inmanurigedwiabinsekedemdunetntn $1, 281 | $62 $313 | $1, 656 
EE ee | 1, 130 | 62 135 | 1, 227 
III: ALL odes: odd b nisak Rede thine < } 950 | 52 119 | 1, 131 
Third mate --__----.- PY (ey eee Tas ae 876 | 62 110 1, 048 
Eg ee a eee ee eee 840 62 101 1, 003 
SEE aa, | RE 898 62 108 1, 068 
Licensed engine: 
Chief engineer. _ __-_- eRe 1,175 62 230 | 1, 467 
First assistant engineer - RES EIRS SSS S 1, 126 62 155 | 1, 343 
Second assistant engineer. booed uwecedes 909 62 137 | 1, 108 
Third assistant engineer - Peecasain tiation 808 62 126 | 996 
Junior third assistant engineer tsiann eles nani 779 62 116 | 957 
Unlicensed engine: 
Chief electrician _ ..___. Si n's Chili ce ECE « 50 719 57 53 829 
Second electrician___-____- CFLS Ph a BES 670 57 49 | 976 
Oiler____- sani tata tuasans 57 57 33 | 766 
Fireman-Watertender._-_______---__- nA. 585 57 33 675 
0 ae ey ee eee eee oe 398 57 31 | 486 
Unlicensed deck: 
SESSA TE EG PORES ROS Es eS 695 57 44 796 
og SE ERI REC SURI oF 659 57 41 756 
Deck maintenance man_ Be Sa 588 57 37 682 
Able bodied seaman. -..._.......--.-...--- 612 57 33 702 
Ordinary seaman. : sam 476 57 26 559 
Stewards department: 
memes) O20. 3. stl re 748 57 43 848 
OS SS TRE Se eae SS. 660 57 39 756 
SE MBPS AS IS EE ae SESE 645 57 38 740 
Tmra cook............ wchthdi46 a dqnndepiaitetal 582 57 33 672 
SER Si aee's Eh shed ae ®. $= ee 447 57 26 530 
Drmawenen. 200. tiisckisiugdi le. 1s 451 57 26 534 
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TABLE III.—Comparison average weekly earnings of unlicensed seamen and other 
industries 


1958 
av 
weekly 

earnings 
Smerennnl “Ware = a a oe 8 ee eee ELL SORIA $124. 50 
Products of petroleum and coal. - ~~ — ~~~ = ses Le 110. 97 
Pen Commeracwon: = <--~ Se ec eee ec 110. 67 
Ne Ne ee aie ccan enw en seen a eeeeee 102. 38 
resem Ran Ss 2 oh on eh Sn oe So eae eceeen us See 108. 00 
Seeraty Gensere nn errnnnees-— == === == = -2--- 2 ae SL 106. 88 
i ee Oe RR re capawee 101. 50 
Peery Senne “MORONOMN oe oS eee ee oe LE i 100. 97 
I oo 8 aS Cheese debcodesae 100, 69 
Denne enn nnn eee ee ntmamamanomaommnan tte ree 100, 27 
Motion picture production and distribution__________-_-_-_--------_-_-_- 98. 65 
Printing and publishing and allied industries__________.___________--__ 97. 90 
nF ee 94, 48 
a ee ce nn ee sao enetee 94, 25 
re ate eng al oe nap on ene ee ne ete Rice yee pe 92. 59 
ee ee er eae eee 90. 80 
a neni eorenindn kee mgnmmeaem aap 90. 06 
es cae cenimrtrapemes cr aserchag- ave ernabes ven aoe SS erent 88. 88 
I I te a a hg eet aes 87. 02 
ER RT aie ER RE OE SE Senha ya ei en ea 85. 14 
A LO a LEE PE $4. 80 
Sa a ac I lel A oe aa Bie aka Se hE | 83. 50 
RS IAI EAA LTS STEROL EE NT 81. 81 
8 Beer ne i hsv iG: elit =k Ean a CALIBRATE ETS Ee | 78. 72 
Lumber and wood products (except furniture) -____-__--__--__-_-___--- 75. 41 
Miscellaneous manufacturing industries_________--_-_----------_------ 73. 26 
ST TEES SS SSA ERY REEL PEN GAPE STE EEN PER TEE 70. 31 
i a omnbeneemarey rorovapere qe mania 64. 77 
EE IES Pa ei IEA eR Maen NEL! 62. 56 
ct meine Soa ee eine 58. 29 
I eee eete wee mr ere as nti pe 57. 78 
reciente nor vane aie a aS 53. 45 
EES a RGR eo RE he saa eS OPER SS ES ES UI 45. 20 


Mr. Carr. At this time, Mr. Chairman, I would like to present Mr, 
F. A. Mechling, who is executive vice president of A. L. Mechling 
Barge Lines, Inc., of Joliet, Il. 

Mr. Lanprum. Thank you. 


STATEMENT OF F. A. MECHLING, EXECUTIVE VICE PRESIDENT, 
A. L. MECHLING BARGE LINES, INC. 


Mr. Mecuurine. My name is F. A. Mechling. I am executive vice 
president of A. L. Mechling Barge Lines, Inc., with our general 
offices located at 51 North Des Plaines Street, Joliet, Il. 

I am also regional vice president and director of the American 
Waterways Operators, Inc., which is a nationwide nonprofit trade 
association representing the shallow draft water carrier industry. 
This association is the spokesman for a large segment of the Nation's 
domestic water carriers operating upon the rivers, intracoastal canals, 
the bays, sounds, and harbors. The inland water routes services by 
these water carriers extend over 29,000 miles of our country. 

The A. L. Mechling Barge Line is engaged in the movement of non- 
self-propelled barges by both river towboats and tugboats upon the 
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Ohio and Mississippi River systems, the Gulf Intracoastal Canal, and 
the Gulf of Mexico. 

Our appearance here today is to highlight to you the operating char- 
acteristics of the Mechling Barge Line Co., as well as other operators 
in the inland shallow-draft water carrier industry. For this reason, 
we appear here in opposition to those provisions which would amend 
the Pair Labor Standards Act of 1938 so as to remove seamen em- 
ployed in domestic inland water carrier operations from the exempt 
status which is presently provided in the act. 

For a description of the routes which our company covers in its op- 
eration, may T refer you to the attached map, exhibit A, which has 
outlined in yellow the principal routes over which our river towboats 
and tugs operate. 

Our company operates both as a regulated common carrier and a 
contract carrier on these rivers and the Gulf of Mexico. 

Barges are towed (or pushed) on these rivers in tows that may be 
either 1 barge or up to 30 barges in a single tow. Due to the naviga- 
tional safety requirements, only two seagoing barges are towed across 
the Gulf of Moxise at one time. 

A round trip for a line haul river towboat can require up to 45 days, 
depending upon the geographical destination of the barges in the 
tow. For example, if a tugboat departs from St. Louis down to New 
Orleans, the trip en route would require about 6 days. The return 
trip would require from 12 to 14 days, depending upon river condi- 
tions and size of tow. 

Crewmembers themselves, subject to the captain’s approval, deter- 
mine when they wish to be relieved. The mate, for example, would 
have his relief mate called, who is ashore, and notify him that he 
wishes to get off at Memphis upon the return trip upriver. The mate 
would then get off the vessel when, and at a point, convenient to both 
himself and his relief mate, since they both have agreed upon the re- 
lieving point. The vessel may also take on and relieve other crew- 
members throughout its trip, as the crewmen usually arrange time off 
so that a complete crew is not changed at one time. In other words, 
inland river crewmen do not sign articles for commitments to serve 
the duration of individual voyages as is the practice in deep sea op- 
eration, but they are full-time employees of the company and arrange 
their leave time to suit the convenience of themselves. The company 
has no rule or regulation as to how long a crewman is required to be 
aboard before taking leave time. Some employees work 10 or 15 days 
and then take leave time of 10 or 15 days. Some employees work 20 
or 30 days and then take time off. The company does, however, in 
order to promote individual safety and morale, require personnel to 
take their accumulated leave time after not more than 30 days con- 
tinuous duty aboard the vessel. 

The average towboat operated by our company requires 14 crew- 
members, consisting of one captain Snes ard pilot duty on the for- 
ward watch), one pilot (performs pilot duty on the after watch), one 
chief engineer, one assistant engineer, two. oilers, one mate, one assist- 
ant mate, four deckhands, one cook, and one maid. 

Crewmen work a 6-hour watch on duty and then have 6 hours off 
duty. Each watch consists of one pilot, one chief or assistant engi- 


55097—60—pt. 2-30 








936 MINIMUM WAGE-HOUR LEGISLATION 


neer, one oiler, one mate, and two deckhands. The cook works only 
the hours required to provide the meals and is then off watch. The 
cook’s actual working hours per day would not be over 8 hours. The 
maid polices the staterooms with light housekeeping chores and as- 
sists the cook with the preparation and serving of meals. The maid’s 
actual work hours do not exceed 8 hours in 24 aboard the vessel. 

For every 12-hour workday that crewmembers work, they accumu- 
late 1 day of leave time off. In addition to the two full crews aboard 
the vessel, there are two other full crews ashore who are on leave 
ime. Four full-time crews are therefore assigned to operate one tow- 

wat. 

_ For the purpose of clarifying our river towboat operation, we have 
included with our statement, exhibit B, a reprint from a paint com- 
pany’s trade publication which pictorially illustrates not only a part 
of our operation, but also views of the interior of the towboat showing 
the ‘ype of sleeping quarters, dining and recreational facilities pro- 
vided for off-duty crewmen. 

The distribution of sleeping quarters aboard the vessel is as follows: 
Individual room for the ship’s officers, (captain, pilot, mate, and chief 
engineer) ; the maid and the cook share one room; the two oilers share 
a room; and there are two rooms provided for the four deckhands, 
In all, the typical vessel illustrated would have available eight sleep- 
ing rooms for the 13-man crew. Each individual is assigned his own 
private bunk for sleeping or resting during his off-duty hours, 

I submit to you exhibit C, the most recent wage schedule now in 
effect. The committee will note that the lowest salaried crewman is 
an inexperienced deckhand whose monthly salary is $350. 

The crewman works a 6-hour watch on duty and has 6 hours off 
duty, for a total of 12 hours worked in a 24-hour day. He will work 
18214 days a year, based upon 1 day’s leave time for every day aboard 
the vessel. He works a total of 2,190 hours per year. 

At this man’s present pay rate of $350 per month, or $4,200 per 6 
working months year, if we take his annual salary of $4,200 and divide 
it by the yearly hours worked, he is earning $1.92 per hour, which 
exceeds the minimum wage standard required. 

If he works on any of the following holidays: New Year’s Day, 
Memorial Day, Fourth of July, Labor Day, Thanksgiving, or Christ- 
mas, he will receive an extra day off, for each such day worked. 

In addition to their basic salary, our crewmen receive, under an 
employee-company participating plan, life insurance amounting to 
$10,000, individual and family hospitalization, and surgical, medical 
and major medical insurance protection. A noncontributory pension 
plan is offered to crewmen, and their travel expenses, covering six 
trips to the boat. and six trips home, are also paid by the company. 

It is our understanding that the purpose of this legislation is to 
extend the coverage of the minimum wage and hour provisions of the 
Fair Labor Standards Act of 1938 to include many industries not pres- 
ently covered, because it is considered that the employees in such in- 
dustries do not receive compensation commensurate with maintaining 
the minimum living standards necessary for health, efficiency, and 
general well-being. 
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If this is the purpose, then these provisions should not. be applicable 
to our domestic water-carrier industry, as the present wage and living 
standards offered by our industry are in excess of the minimum that 
would be required by our coverage under this proposed legislation. 

As members of the committee know, seamen have been accorded spe- 
cial treatment under the laws of the United States since the very 
beginning of our merchant marine operation. This special treatment 
covers not only personnel aboard deep sea vessels, but personnel 
aboard inland vessels as well. As a result of this law, seamen are 
afforded hospitalization, excellent maintenance and care, adequate 
housing and food, and, in the case of injury, the employer is required 
to give the seamen consideration over and above that required in other 
industries. But aside from the legal requirements made with employ- 
ers with respect to seamen, the very nature of the operation is such that 
employers treat. seamen in a considerate manner which redounds to 
the benefit of the seamen. 

It is our contention that the extension to cover our crewmembers em- 
ployed in inland waterway operation would not be practical. It 
would have an adverse impact upon the ability of our industry to serve 
the public efficiently and economically, and result in an inflationary 
effect. on rates for our services, without benefiting our employees. 

Because our crewmembers’ pay rates now exceed the proposed wage 
schedule, and due to the lack of housing facilities aboard our vessels 
toaccommodate a third crew (which an 8-hour day would require), the 
adverse financial burden, both in operating and administrative costs, 
could be the difference in determining the continuance of low-cost 
barge transportation to the shipping public. 

Our company has excellent relationship with its employees. We 
have pointed out that many of the practices relating to personnel oper- 
ating our towboats originated with the employees themselves, who 
prefer the present working schedule and wage scale to any change in 
the present system. 

I am sure that the committee does not intend, or wish to see, service 
to the shipping public curtailed, nor loss of benefits or working 
conditions our crewmembers now enjoy. 

_The foregoing description of our operating activities, working con- 
ditions and level of wages is typical of other carriers who are members 
of the American Waterways Operators, Inc. The situations described 
also apply to other operators of boats and barges in the inland water- 
way industry, involving 80,000 employees and approximately 1,700 
companies operating 19,000 pieces of equipment. On behalf of our 
company and members of the American Waterways Operators, Inc., 
we submit that this statement covers inland river towboat. operations 
generally. 

Mr. Chairman, it is respectfully suggested that your subcommittee 
continue the employees of our industry in the exempt status that they 
now enjoy. 
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A. L. Mechling Barge Lines, Inc., wage schedule, effective Apr. 1, 1960 





Holders of first-class pilots 
license 


Unlicensed personnel 























Over 1,000 | Under 1,000 | Over 1,000 | Under 1,000 

horsepower | horsepower | horsepower | horsepower 
Beer soo Sonab ab sc dd sib A olds cede bi $849 $824 $839 $814 
OCC OE, OO a ae Gear Naere 804 779 794 769 
ile Reta ABBE TSS ak te hE ES ee IF ce Se 739 714 729 704 

Holders of engineer’s license Unlicensed personnel 

Over 1,000 | Under 1,000 | Over 1,000 | Under 1,000 

horsepower | horsepower | horsepower | horsepower 
8 vc encderasinapbind s=" $739 $714 $729 $704 
Traveling chief engineer... --.........---------- 1 dy BREE See 720 fui. le 
Relief chief engimeer.__........-..---.---------- 664 639 654 629 
569 544 559 534 


Assistant engineer 














Holders of mate’s license 


Unlicensed personnel 













































Over 1,000 | Under 1,000 | Over 1,000 | Under 1,000 
horsepower | horsepower | horsepower | horsepower 
Head deckhand or mate..._-......------------- $505 $505 $480 $480 
Relief head deckhand or relief mate_..-.....---- 480 480 455 455 
Shore-based engineers 
Holders of Unlicensed 
engineer’s personnel 
license 
SEE CUIIIMIEIE 5 o cba cows o cee conudewencdgadunqedusccsuactsebsan gins $724 $714 
Other personnel 
Over 1,000 Under 1,000 
horsepower horsepower 
Cabeee ns ch edb ti atid, Jn nnn nb bi 5565 4d sb ber eda cence ssthacenbdndccess $390 $390 
Tankerman - - ...-------- 390 390 
Diddhiiand; eareienees.. oi bios socks ck stent eee 375 375 
a a ol eit Sali eenennnes inconseirgsins 350 350 
Cook, experienced --. . -.. 2... +. 2 one eee eee - eee see 410 410 
eae ee ee, eee eee, ee 385 385 
OE eee eee 353 353 
Steersman._...2.....-.-.52-- 225-2 ens 5 se enone 3-2 e+ +--+ == ---- 375 375 








Mr. Mecuurne. I would like to introduce Mr. Dale Hilton, 
STATEMENT OF L. DALE HILTON, PRESIDENT, MARITIME 


EMPLOYEES UNION, JOLIET, ILL. 


Mr. Hizron. Mr. Chairman and gentlemen, my name is L. Dale 
Hilton. I am employed by the A. L. Mechling Barge Lines, Inc., 
with offices in Joliet, Ill., as chief engineer aboard the 1,800-horse- 
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power diesel towboat, the MV Arnold V. Walker. I hold a USS. 
Coast Guard merchant marine officer’s license as chief engineer, No. 
167058. 

I am also president of the Maritime Employees’ Union, whose ad- 
dress is 516 Barber Building, Joliet, Lll., which represents 326 crew- 
members aboard the company’s towing vessels. These vessels oper- 
ate on the Mississippi, Ohio, Illinois, and Tennessee Rivers, and also 
across the Gulf of Mexico from New Orleans, La., to Tampa, Fla. 

I appear here today in the capacity of president of the Maritime 
Employees’ Union, as being opposed to those provisions of H.R. 4488, 
and similar bills, which would amend the Fair Labor Standards Act 
of 1938 so as to remove seamen employed in domestic inland water 
carrier operation from the exempt status which is presently provided 
in the act, 

The people I represent have no quarrel with the provisions of the 
act which would raise wages and living standards of those people in 
industry who are paid wages under the proposed minimum. What 
we do take exception to is the provision in the act regarding working 
hours. 

The very nature of inland river transportation makes any manda- 
tory 8-hour day or 40-hour week working schedule impractical, if 
not impossible, and not to the best interests of the people employed 
in this industry. 

It has been standard practice for years for two watches to oper- 
ate a vessel. The forward watch covers the hours from 6 a.m. to 12 
noon and from 6 p.m. to 12 midnight; the after watch covers the 
hours from 12 noon to 6 p.m. and from 12 midnight to 6 a.m. 

At the end of World War II the employees of the bargeline were 
receiving 6 days paid time off for each 30 days aboard the vessels, 
When I started with the company in early 1948, we were receiving 15 
days off for each 30 days worked, or one-half day off with pay for 
each 12-hour workday. Beginning in 1958, and continuing to the 
present time, our contract with the company provides for 1 day’s paid 
time off for 1 day worked. Most men work from 20 to 30 days and 
then take off 20 or 30 days at home with pay. This accumulated 
time off which we receive, amounting to a total of 18214 days per 
year, is, to the people aboard the vessels, the greatest attraction for 
employment in this industry. 

This time off allows a person to enjoy different hobbies he may be 
interested in, such as fishing, hunting, golfing, and so forth. It al- 
lows time for extensive travel, and we in the industry believe it actu- 
ally gives us more time at home with our families than tne average 
industrial worker, as when we are at home we are there 24 hours a 
day. If we in the river industry wanted to work an 8-hour day or 
40-hour week, we would be working on the banks in factories or 
garages. Personally, I have been contacted in the past regarding 
other employment, but have always declined a job change due to the 
loss of vacation time which I presently enjoy under the existing sys- 
tem aboard towboats ; 2 weeks’ vacation for me it not enough. 

Gentlemen, while aboard the vessels the crew members receive the 
finest in food. Speaking for myself, the menus on the boat are much 
more lavish than I have at home. The quarters are light and well 
ventilated in the summer and well heated in the colder months. Each 
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crew member has a bunk assigned to himself during his off-duty 
hours, and linens are furnished and are changed twice a week. 

Over the years we have received other so-called fringe benefits such 
as life insurance, family and personal hospitalization, surgical and 
medical plans. In 1959 we inaugurated a pension plan that does not 
require employee contribution. We have a bonus plan whereby each 
employee can augment his base pay by operating his vessel in a more 
efficient manner. We receive travel pay for six round trips to the 
vessel per year. For six legal holidays per year; namely, New Year's 
Day, Memorial Day, Fourth of July, Labor Day, Thanksgiving, and 
Christmas, we receive an additional day off with pay. All these bene- 
fits and provisions are in effect in our present contract. 

We believe that the very minimum pay scale received by the newly 
hired deckhand is far more remunerative than would be the case if 
the minimum wage schedule provided in H.R. 4488, and similar bills, 
were in effect. 

I wish to submit to the committee, exhibit A, which shows the com- 
parative wage scale of a master and an pre mse aes deckhand under 
the present system, and an inexperienced deckhand under the proposed 
minimum wage scale, 

I have made reference to our objection to the 8-hour workday 
schedule. To show the committee that this work schedule would not 
be practical, I would like to illustrate a point that will show that 
this requirement, while working a financial hardship upon the com- 
pany, would far more penalize the members of our union. 

If the 8-hour work schedule, as required by this legislation, were in 
effect, I could either get off the vessel at the end of my 8-hour day or 
stay aboard. As for getting off for my 16 hours off duty, that would 
be impossible due to transportation. I am sure no one expects us to 
get off on the riverbank, miles from the nearest town or city. 

If I did manage to get off, where and how could I get back aboard 
for my next watch, when the boat, traveling 24 hours a day, would be 
50 to 100 miles up or down the river, and inaccessible ? 

In the event I stayed aboard for the 16 hours off-duty time, the 
shortage of sleeping quarters made by the necessity of having a third 
watch aboard would certainly cause a great inconvenience. In addi- 
tion, with 16 hours per day idle time aboard the vessel, we fear that 
time would grow very heavy, indeed, and monotony would tend to 
make dissatisfied workers. 

I have contacted personally the union membership, and in no in- 
stance found one person who desired a change in our present work 
schedule. 

Our union now enjoys an excellent relationship with our company. 
We believe that any matter in regard to working conditions will be 
handled more than fairly and justly by both union and management, 
and that compulsory legislation regarding such working conditions is 
gH needed and will cause undue hardship to both management and 
labor. 

Mr. Lanprum. The table you referred to may be inserted. 

(The table referred to follows :) 
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Mr. Hirron. The Maritime Employees Union therefore respectfully 
suggests that employees in our industry remain in the exempt status 
which they presently enjoy. 

Mr. Chairman, thank you, and I would now like to introduce Mr. 
George Peterkin of Dixie Carriers, Inc. 

Mr. Lanprum. Thank you. 


STATEMENT OF GEORGE A. PETERKIN, JR., PRESIDENT, DIXIE 
CARRIERS, INC., HOUSTON, TEX. 


Mr. Pererkrn. Mr. Chairman, by name is George A. Peterkin, Jr. 
I am president of Dixie Carriers, Inc., with principal offices in Hous- 
ton, Tex. Dixie Carriers, Inc., is a bargeline operating as a common 
carrier on both the canal and the western rivers system. 

In comparison, Dixie Carriers, Inc., is not the largest such bargeline 
operating over the Nation’s inland waterway system, nor is it the 
smallest. It would be fair to say that ours is an average-sized barge- 
line, and, as such, we have problems and operating conditions simi 
to numerous other operators with whom we work and compete. Our 
working conditions and the wages we pay are at least median level 
for our type operation. 

My appearance here today is in support of the policy of the Ameri- 
can Waterways Operators. Inc., the nationwide shallow draft water 
carrier association, in opposition to H.R. 4488, by Representative 
James Roosevelt, of California, and H.R. 7490, by Representative 
Peter Frelinghuysen, Jr., of New Jersey, and any similar bills that 
would subject inland seamen-employees to the maximum hours and 
minimum wage coverage of the Fair Labor Standards Act of 1938, 
as amended. 

Inland water carriers are of the belief that the coverage of domestic 
shallow-draft seamen employees as proposed in these bills would be 
unworkable with regard to maximum hours and unnecessary with re- 
gard to minimum wages. In addition to the proposed coverage being 
unworkable and unnecessary, I believe that in most cases, even on the 
part of the employees themselves, such coverage is undesired. 

The reason we believe coverage of domestic seamen under the nor- 
mal standards of maximum hours of weekly employment as proposed 
by the legislation before your subcommittee is unworkable is that our 
operating conditions are exceptional and not of the standard variety. 
We do not work in the regular pattern with which you gentlemen are 
most familiar, such as standard 8-hour days, 5 days per week, in an 
office, factory, or store. We do not start at 9 a.m. every weekday 
morning and finish between 5 and 5:30 every evening. We work 
around the clock—24 hours per day, every day that navigating condi- 
tions permit. 

Our employees do not ride to the office on the streetcar, bus, or by 
private automobile and go home to dinner every night at the close of 
the day. 

An employee on one of the Nation’s average inland water carriers 
works 12 hours per day, alternately 6 hours on and 6 off, 7 days per 
week, from the time he leaves his home port until he returns to it. As 
compensation for this 12-hour day. 84-hour week, our employees gen- 
erally receive three-quarters of a full day off work with full pay for 
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each day they have worked. Or in other words, our employees work, 
on the average, one 12-hour day and receive three-quarters of a day off 
with pay for having worked that day, Or, if a trip on one of our 
tows lasted for 16 days, the employee would receive 12 full days off 
with full pay upon completion of the voyage. Under these condi- 
tions, he would work 192 hours averaged over 28 days, or less than an 
average 7 hours per day. 

Our company is neither the most generous nor the most parsimoni- 
ous aS Many companies give their employees 1 full day off with pay 
for each 12-hour day worked, while others give their employees one- 
half day off with pay for each day worked. 

Let me briefly review why the 24-hour working day on our equip- 
ment is a necessity. For 0" Pca in our highly competitive field, we 
cannot tie our equipment up at night or over weekends if we expect to 
even maintain the small position the inland water carriers now hold 
in the transportation industry. For us to give regular weekly time 
off to our men is a practical impossibility since the boats are in motion 
all over the rivers where no suitable transportation could be arranged 
that would not be prohibitively expensive. We have gradually 
evolved into a system of time off considered very desirable by our 
employees and workable in practice. Between voyages, the men are 
usually off from about 7 to 14 days which gives them time to accom- 
plish any personal business and a long relaxing break to be with their 
families, as well as doing the household chores their wives think up 
during their absence. In fact, our shore employees occasionally com- 
plain that the boatmen are with their fezaition more than the shore 
staff. 

It may be because of the exceptional working conditions which exist 
in our industry that the Senate Labor Committee, in its consideration 
of similar bills, deleted the proposed coverage of inland seamen-em- 
ployees as to maximum hours of employment as being unworkable 
in the inland water carrier industry. In this regard they continued 
the present seamen Fair Labor Standards Act exemption. 

Next, briefly permit me to discuss the average working conditions 
of the employees who would be affected by this legislation. During 
the period of their time at work, or on a tow moving commerce over 
the inland waterway system, the employee receives, without charge to 
him, four full meals per day, free laundry service, comfortable quar- 
ters, and available medical attention. On the boats the meals are 
both nourishing and wholesome and are of better quality than the 
meals many of us serve in our homes. The healthy appetites of our 
employees attests to the fact that we feed well, and we desire to keep 
it that way. 

The crew’s quarters are also the best, under the circumstances, being 
set apart from the noisier parts of the vessel, having adequate ventila- 
tion, proper locker space, comfortable beds, and regular clean linen. 
Bathrooms are equipped with good showers and water of the proper 
temperature. In fact, general sanitation conditions are excellent. 
The cook working on most vessels feeds a hard-working crew well 
and provides them with hot coffee at their regular coffee coe 

Is it any wonder that if these crewmen were brought under the 
coverage of the Fair Labor Standards Act and management found it 
necessary to charge for the free services which the crew presently 
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receives, our employees wouldn’t want the proposed coverage con- 
tained in this legislation. 

The wages our employees receive are favorable in comparison with 
the national average, and in most cases are exceedingly above the 
present minimum wage. 

For my company—and I repeat that it is neither the best nor the 
worst, but just about average—our licensed employees receive an 
average weekly salary of $131.25. Our unlicensed employees, includ- 
ing the deckhands and cooks, receive an average of $72.17 per week. 

Under the working conditions which I described previously for 
Dixie Carriers, Inc., this works out to be an average employee salary 
of $2.12 per hour, per employee for a 48-hour week. 

For these reasons, I am of the belief that the proposed wage and 
hours coverage of inland seamen is unnecessary and unworkable, and 
I request that if your subcommittee sees fit to report a bill favorable, 
it be amended to continue the existing seamen exemption for inland 
water carrier employees, in their interest, and in the public interest. 

Mr. Roosrvett. May I ask a question before you introduce the next 
witness ? 

Mr. Pererkin. Surely. 

Mr. Roosevetr. What union do you bargain with? 

Mr. Pererxin. The Seafarers International Union. 

Mr. Roosevett. What other companies does your union represent ? 

Mr. Hitron. We represent the employees of Mechling Barge Line, 
and those employees only. 

Mr. Peterkin. I would like to introduce Mr. Neville Stone, vice 
president of the Crounse Corp. 


STATEMENT OF NEVILLE STONE, VICE PRESIDENT, CROUNSE CORP., 
PADUCAH, KY. 


Mr. Sronr. Mr. Chairman, my name is Neville Stone. I am vice 
resident of Crounse Corp., with principal offices at 2423 Broadway, 
Paducah, Ky. Our company and its subsidiary, Green River Towing 
Corp., with principal offices at Calhoun, Ky., operates 12 towboats and 
96 barges on the Green, lower Ohio, Tennessee, and Mississippi Rivers. 

As we understand the pending legislation which would amend the 
Fair Labor Standards Act of 1938, it would provide that seamen 
employed on inland vessels would be subject to the wage provisions 
of this act, or would be subject to both the wage and hour provisions 
of the act. I am writing this statement with the hope of explaining 
some of the peculiar conditions relating to the work of seamen on 
inland vessels. 

River towboats have very little space for recreational activities. 
Generally speaking, there is nothing for a man to do when he is work- 
ing on a towboat except work, eat, and sleep. While aboard the boat, 
each man is furnished excellent quarters and food of a superior qual- 
ity. There is, of course, no charge to the man for these benefits. 

Ever since the beginning of commercial river transportation in the 
Mississippi Valley, it has been customary for all crew members to be 
on duty two 6-hour watches a day. Attached as supplement A to this 
statement is article XIV from my company’s contract with United 
Marine Workers, Division of District 50, UMWA, Local Union No. 
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14269, Paducah, Ky., which provides in paragraph A that each em- 
ployee earns 1 full day of free time with pay for each day spent 
on the boat. Paragraph E of the same article provides that after any 
employee has worked 20 consecutive days every reasonable effort will 
be made to relieve him the first time the boat passes its home port and 
that in no case shall an employee be required to work more than 30 
consecutive days. 

As a matter of practice, this means that we continously employ ex- 
actly twice as many men as the number actually required to operate 
our boats. Each man works approximately 20 days and then goes 
home with full pay and no duties for the next 20 days. The effect of 
this arrangement is that each man receives the equivalent of 6 months’ 
vacation a year and that during his 6 months of work, he works 12 
hours a day. 

Attached as supplement B is our present pay scale taken from our 
union contract. In an average 30-day month, each man will have 
worked 15 12-hour days or a total of 180 hours. Since the monthly 
salaries range from $355 to $745, the pay range in terms of hourly 
rates works out from $1.97 to $4.14. It is obvious that establishing 
a minimum hourly wage of $1 or $1.25 an hour would accomplish 
nothing, but would require the keeping of additional records. 

I might add that we carry the life insurance, hospitalization, medi- 
cal aid and a pension plan to which the employees do not contribute at 
all. The company bears the entire cost of these, and at 180 hours 
that works up to an additional 26 cents an hour, so that the lowest 
paid man is actually making $2.23 an hour. 

Any arrangement which limited this type of employment to an 8- 
hour day or to a 40-hour week would be completely impractical. The 
boats operate 24 hours a day over long mileages of river and it would 
be physically impossible to put men on and off each 3 days as would 
be necessary if we were to keep their working hours to 40 or less within 
any calendar week. If, on the other hand, we attempted to reduce the 
workday to 8 hours, it would obviously be necessary to reduce the 
free time at home with pay proportionately. This change would be 
contrary to the desires of the men. The efforts of the unions have 
always been directed toward securing the maximum amount of time 
off at home with pay and not toward shortening the workday on the 
boat. 

In support of our contention that what our boat employees actually 
want is more time at home with their families rather than free time 
on the boat, during which they would have absolutely nothing to do, 
I would like to submit the following statistics: 

Crounse Corp., with its subsidiary, Green River Towing Corp., em- 
ploys 168 seamen. Of these 168, 90 percent are married, 78 percent 
have children or other dependents, 73 percent own their own homes, 
99 percent own an automobile, and 20 percent have more than 1 
automobile. 

I feel these figures are pertinent insofar as they substantiate our 
contention that the seamen employed on a modern towboat are highly 
responsible, propertv-owning citizens who compare favorably in any 
category with skilled industrial workers. 

We strongly feel that any legislation which removed the exemption 
presently accorded vessel employees in the shallow-draft water carrier 
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industry under the Fair Labor Standards Act would possibly result 
in denying them some of the benefits which have been voluntarily 
given them by the employers. 

(The supplments refered to follow :) 


STATEMENT A 


{From agreement between the United Marine Workers, division of district 50, U.M.W. of A., 
local union No. 14269, Paducah, Ky., and the Crounse Corp. and Green River Towing 
Corp. ] 


ARTICLE XIV. FREE TIME OR ACCUMULATIVE LEAVE TIME 


(A) Each employee shall earn 1 full day free time with pay for each day 
spent on the boat. 

(B) In computing the pay to be allowed for free time, the same rate of pay 
shall be used as the rate received by the employee when he accumulated the said 
free time. 

(C) Free time shall be taken in a manner which will not interfere with the 
normal operations of the companies’ business. An employee on free time shall 
not be recalled by the companies without his consent, except in extreme 
emergency. 

(D) It is the intention of this agreement that an employee leaving a boat 
and the man replacing him, shall not both be considered on duty at the same 
time. When a man reports for duty on a boat before 12 midnight, he shall be 
considered to have worked all of that day and the man he relieves shall be 
considered to have worked none of that day. 

Any dispute as to whether an employee or his relief man should have been 
considered on duty or off duty, shall be considered a dispute between the em- 
ployee and his relief man and shall be decided between them. 

(E) The companies agree that after any employee has worked 20 consecutive 
days every reasonable effort will be made to relieve said employee. In no case 
shall an employee be required to work more than 25 consecutive days. 


SUPPLEMENT B 


[From agreement between the United Marine Workers, division of district 50, U.M.W. of A., 
roe) saen No. 14269, Paducah, Ky., and the Crounse Corp. and Green River Towing 
‘orp. 


Job classification and wage rates 


Pay scale as of Nov. 16, 1959: Per month 
age sear aie! ol Teagan ee Neletas, UR Ane Cel bel eee $715. 00 
oe RAUB OEE a LU ie RS RS Sa Es RR EER TS ee ead eee ORE EE EY 635. 00 
oe Fuses te Se sce ak ee eh 560. 00 
LESSEE ON, PE LS SEE OED Ger no 440. 00 
SEP c Ee area ee AY, Se eae 355. 00 
es eecepuinh tnlineeenaoneinae deen 375. 00 
Se A ee Lg Ft he BAREN RS 2 per hour_-_ 2. 55 

Pay seale as of Nov. 16, 1960: 

EES ESPYs Oe Ee Sy Lee Le ee See Se $730. 00 
TENGE SE EE SS ae a, SA ee ame ee ae ee ee PES 650. 00 
ss ee sana ec ataanaasbiom atin 580. 00 
EN REED Re AS A ae EDA eT EO Os SPS Leet | 460. 00 
Ren Cerys J roe ee oe eh te ed 360. 00 
ae i rs oo testa cal. kali pe keisgltie bins cadeets in aes ety be bie 380. 00 
ND ESSE?’ EBD ELLIE LE LEE per hour__ 2. 60 


(A) The salary of any master or pilot employed by Crounse Corp., holding a 
pilots’ license, covering the Tennessee River from Paducah to Colvert Steam 
Plant and the Ohio from Joppa to Owensboro, will be $30 per month more than 
the rates shown. 

The salary of any master or pilot employed by Green River Towing Corp., 
holding a pilots’ license covering the Green River from the mouth to the. point 
farthest up the Green River regularly served by the company and the Ohio from 
the mouth of the Green River to Yankeetown, will be $30 per month more than 
the rates shown. 
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(B) The salary of any engineer, holding a diesel engineer’s license of second 
assistant’s grade or higher will be $30 per month more than the rates shown. 

The salary of any new employee may be $30 per month less than the stand- 
ard rate for his classification for a period of not more than 30 days. 

(C) All hourly rated employees shall be guaranteed 4 hours reporting time 
pay and, also, a minimum of 4 hours callout pay. 

Mr. Lanprum. Thank you, Mr. Stone, and thank all of you gentle- 
men. Mr. Roosevelt, do you have any questions? 

Mr. Roosrvett. No, Mr. Chairman, I have no questions. I think 
the gentlemen presented a very clear and concise statement. 

Mr. Lanprum. Gentlemen, I have no questions. 

Mr. Hinton. Mr. Chairman, J believe it would not be a misstate- 
ment to say that if legislation was enacted that it would cut our time 
off, that at least 50 percent of the employees would leave the industry. 

Mr. Roosrvetr. Could I ask one question? I think you are repre- 
sented by district 50. 

Mr. Stoner. Yes. 

Mr. Roosevett. That is a branch of John L. Lewis’ union. May I 
ask this question. Do you know of any union that is about to present 
to this committee a request in your type of employment that would 
recommend that you be included in the terms of the bill ? 

Mr. Hivion. Do I understand the question correctly? Do I know? 

Mr. Roosevett. In other words, who is pressing for these provisions 
in the bill? These provisions in both bills were at the request of the 
Department of Labor. What is it based on, if any of you know / 

Mr. Hinton. I could not tell you. 

Mr. Roosevet. It is not the union that is pressing for it? 

Mr. Hitron. Not that I know of. 

Mr. Sr. Sure. May I make a comment, Mr. Chairman? In con- 
nection with the west coast contracts that I mentioned that were nego- 
tiated, the late Harry Lundberg, who was quite a forceful union rep- 
resentative, made the comment reporting to his membership that they 
had negotiated these contracts to include overtime so that Congress 
would stop fussing around with seamen’s pay. That was the view of 
the SIU at the time these contracts were negotiated. 

Mr. Lanprum. Thank you. 

Mr. Peterkin. On the subject that you mentioned, I don’t know 
whether this sheds any light or not. I don’t have much knowledge 
of it, but I think the he at International has some members who 
are in the canning industry. I am not even sure where. 

Mr. Sr. Sure. That is true. On the Pacific coast there are some 
in the Alaskan canning industry. 

Mr. Pererkin. I think they may have presented some testimony at 
one time, but not in these hearings, and not in relation to seamen’s 
pay as far as I know. 

Mr. Stone. Mr. Chairman, we have oftentimes seen the demands 
of the various unions that are involved in inland river transporta- 
tion, and I don’t remember seeing one in which they mentioned a 
40-hour week or a minimum wage. 

Mr. Casey. Mr. Chairman, unless I am mistaken, Whit Hannock 
testified in the Senate asking that this exemption be removed on 
behalf of the Maritime Trades Department, AFL-CIO. I think a 
group of national maritime unions, also. As a matter of fact, he 
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roduced as a witness to sit with him a fellow who came off the — 
3altimore-Norfolk Line, which are operating ships that were built 
in 1910 and are on their last legs. I don’t know that vo are repre- 
sented by any union on those ships. In other words, if there is any- 
body here that this thing hits, it 1s so infinitesimal it is unheard of. 
Mr. Lanprum. That record will be available to us. 
Mr. Casey. I think you will have testimony on behalf of the — 
unions. 
Mr. Lanprum. We thank you gentlemen for this presentation. The 
next meeting is on Tuesday, at 10 o’clock. 
(Thereupon at 12:15 p.m., a recess was taken until Tuesday, May © 
10, 1960, at 10 a.m.) 
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